
7

• - ,ji, 1

*
r
;?*V. -*

’3£*
- !

2S"«T
?&S
r.
-/'?'

"• -3v5
**

-V^’I
' r» ,

,f\ V'

" .-'V\

:^i

1

-
:: 7 5,5

! ~
^'SsPSeJ

: t’V.\

_

''
P?; 1^

"

C j

••• :
"

:

-?v

- •-'•- r "C5

¥

iy
O 1

’

On the rack

Japanese carmakers

face up to recession
Page tS

Ofsoap and scotch

Can marketing skills

be transferred?
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Luxembourg

The EC’s mighty

micro-state

Survey, Pages 27-20

FINANCIAL TIMES
Corporate
investors to be
admitted to Lloyd’s
LloycTs Names, the individuals whose assets have
traditionally supported underwriting in the Lloyd's
of London insurance market, voted in favour
of plans to admit corporate investors, marking
an fundamental change in the 300-year old insur-
ance market
Corporate capital is a cornerstone ofa radical

plan to overhaul Lloyd's, the world's largest insur-
ance market, after record losses in the past three
years.

Many Lloyds Names face financial ruin arising
from their unlimited liability for the market’s
losses and have been forced to stop underwriting.

Threat to Canada helicopter deal: A
UK-Italian consortium and Canadian defence
chiefs are preparing a last effort to dissuade leaders
of Canada's Liberal party from cancelling a C$5£bn
(US$4.3bn) helicopter order after Monday’s general
election, which the Liberals appear aimmyt certain
to win. Page 16

EC leaders to back Belgian for EMC
European Community leaders are likely to back
Belgian Alexandre Lamfalussy next week as a
compromise candidate to head the European
Monetary Institute, forerunner of a European
central bank. Page 16

HeHmann wants new role for Germany:
Chancellor Helmut Kohl's controversial conserva-
tive candidate for the German state presidency,
Steffen Heitmann. has been telling German audi-
ences that the country's “disastrous special role”
in the post-war era is over. Page 16; Editorial

comment. Page 15; Stability returning to German
economy. Page 3: Kohl learns to say Nein to
EC partners, Page 2

Exclusive in
Saturday’s FT

Lord Howe

What I think of

Thatcher's memoirs

Serb parliament cBssohrod: Serbian president
Slobodan Milosevic dissolved the Serbian parlia-

ment because of “political obstruction'*. Elections

are planned for December 16.

Compaq Computer, US computer group,
reported net income of $106.77m for the thiri

'

quarter, more than double last year's $49.37m.

Compaq is benefiting from its continued emphasis
on cost control and product innovation. Page 17

US focuses on hard (bugs: The US Clinton

administration outlined a new drug control policy

that would aim to focus on hard-core drug use

rather than casual use. Page 4

Christopher cautions EC over Gait Warren
Christopher, the.US secretary of state, reminded
western Europe that theUS values economic

cooperation as much as improving the security

partnership. Page 4

US prosses Japan on car market: Japan

came under renewed US pressure to expand access

for foreign-made cars and car parts. Page 6; Japa-

nese carmakers on the rack. Page 15

Japanese censorship of textbooks: The
Japanese education ministry went too for it legally

changed parts of a school history textbook which

covered Japanese aggression in Asia 31 years

ago, the Tokyo high court ruled. Page 8

Herpes drag battle opens: Wellcome and
gnrfthElina Beecham. the UK pharmaceuticals

groups, opened the battle for the world’s rapidly-

growing herpes and shingles treatment market,

as they outlined their successors to Wellcome’s

best-selling product Zovirax, which generated

sales last year of £586m.

Page 17

Union des Assurances de Parte (UAPL
France’s largest insurance group, forecast recovery

forthe company after announcing results for

the first six months showing net profits of FFr599m

(8103.6m). a 15 per cent rise year on year.

Page 17

Smiths Industries, the UK-based aerospace,

medical systems and industrial products group,

saw share prices rise more than lOpar cent as

profits from the medical systems side rose 40

per cent to £41-3m ($61.5m). Annual pre-tax profits

rose slightly from £102.2m to £i04.6m. Page 17;

Lex, Page 16
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Dasa to close sites, shed jobs
By Christopher Parkes
in Frankfurt

DEUTSCHE AEROSPACE (Dasa).
the aircraft, defence and satel-

lites division of Daimler-Benz, is

to shut six German sites, shed
non-core activities and make fur-

ther heavy cuts in its workforce
by the end of 1996.

The long-awaited restructuring
will save the lossmaking com-
pany DMl£bn ($920m) a year, Mr
Jflrgen Schrempp, chairman, said
yesterday. The aim, as before,
was to return to profit in 1995.

Mr Schrempp said turnover
this year would be DMl.2bn
lower than the DM16bn planned.
New orders would be DM3bn
below expectations.

Ttie measures were a response
to “increasingly unfavourable
earnings and sales prospects”,
and were intended to strengthen
the company, he said.

Mr Schrempp, a dogged

Restructuring aims to save $920m a year
as earnings and sales prospects weaken
defender of tbe beleaguered Euro-
fighter joint venture, has often
complained of lack of support
from Bonn. A new report on the

British, Italian, Spanish and Ger-
man joint venture by tbe
national audit office, and due to

reach the defence ministry soon,
again criticises the project for

poor management and excessive
costs.

“But the question remains
whether and to what extent those

people who have an essentia]

influence on the economic and
political environment are pre-

pared to make their contribution
to the continuance of the aero-

space industry in Germany.” he
said.

Dasa’s defence sales, which in

1991 accounted for 50 per cent of
turnover, generate only 27 per
cent of revenues. Meanwhile, fed-

eral spending on military hard-
ware of DMl2bn a year in 1990. is

scheduled to fall to DM6bn next
year as part of efforts to reduce
the government deficit.

Two of the sites earmarked for

closure are part of Dasa’s Airbus
commercial airliner business, the

other four are all defence-related.

Company executives said only
120 Airbuses would be built next
year, compared with original
plans to roll out 216.

Businesses scheduled for dis-

posal are believed to include Dor-
mer medical technology, while

Dasa is to attempt to bolster its

guided missiles arm through a
joint venture with Prance. Tbe
company already has close links

with Aerospatiale in the Euro-
copter military and civilian heli-

copter project.

News of the cuts immediately
stirred protests, notably from the

government of Lower Saxony,
where Dasa’s Lemwerder aircraft

maintenance site, employing
1.136, is to close. Mr Peter Fisher,

regional economics minister, said

the government would not accept
the shutdown, and reminded
Daimler of the drawn-out pro-

tests which hampered the closure

of its Olympia office equipment
works last year.

Dasa workers' councils are also
understood to be angry over
alleged lack of consultation. The
jobs programme, which overlaps
with earlier plans, involves cut-
ting around 5.000 further places
Tbe company bad previously
planned to reduce its payroll to

74,500 by the end of next year.
The figure will now fall to
around 69,700 by the end of 1996.

Rationalisation follows the
rapid expansion of Dasa, which
has been blighted by the ending
of the cold war and the long-run
ning international recession.
The company was formed in

early 1939 as part of Daimler
chairman Edzard Reuter's aim to
build a “technology group" on
the foundations of basis of Mer-
cedes-Benz automotive business.

Since then it has greatly
extended its range through acqui-

sition and joint ventures. Last

year Dasa lost DM341m on sales

of DMlTbn.

Prospects recede for Nato enlargement
By David White, Defence
Correspondent, in Travemunde,
Germany

PROSPECTS for the enlargement
of Nato yesterday receded when
the US tabled a “partnership for

peace” proposal, which instead
foresees a series of agreements
strengthening ties with eastern

Europe.

Hie US proposal for individu-

ally negotiated defence agree-
ments between Nato and former
members of the Warsaw Pact,

will be discussed by Nato defence

ministers in Travemunde, Ger-
many, this morning

It Is seen as an attempt to take
the steam out of discussions on a
future enlargement of the alli-

ance to include some of its for-

mer enemies.
Nato fears that inviting some

countries to join it would alien-

ate Russia and create divisions in

eastern Europe.
A Nato summit, due to address

the issue in January, is unlikely

to make any specific commitment
on enlargement beyond stating

that the alliance is not a “closed

shop**, according to allied offi-

cials.

“At some stage, tbe enlarge-

ment of Nato is an option which
cannot be ruled out," Mr Mal-

colm Rifldnd, British defence sec-

retary, said.

But be hinted that this would
be a number of years away. In

the meantime, it was important

to build “substantive” military

links.

The US proposal would mean
that each eligible country would
negotiate a bilateral agreement
with Nato. This would not
involve extending to eastern

Europe Nato allies’ pledge to

come to each other's defence.

"Nobody is talking about secu-

rity guarantees at tbe moment,"
one allied official said.

The plan would include Russia

but its relationship would be dif-

Blnding tie: US defence secretary Les Asptn (right) with German counterpart Volker Rflhe and Nato secretary-general Manfred Warner

BAe holds

regional

aircraft

talks with
Indonesia
By Paul Betts,

Aerospace Correspondent

BRITISH AEROSPACE is raisint

the stakes over its troublet
efforts to form a regional aircraf

joint venture with Taiwan bs
conducting parallel negotiation.-

with Indonesia.

BAe confirmed yesterday it

was having “an exploratory dia

logue regarding regional aircraft

with Indonesia", adding that tbs

discussions involved turboprop

commuter aircraft as well a:

regional jets.

BAe has a strong relationship

with Indonesia's state aircraft

industry. Indonesia bought £500ra

worth of BAe Hawk trainer-

fighter aircraft this year, the big-

gest military export order BAe
has clinched outside Saudi
Arabia. There is also the possibil-

ity of Indonesia assembling Hawk
aircraft were it to acquire further

military jets from BAe.
The disclosure is expected to

strengthen BAe's band in its

complex and long drawn out
negotiations with Taiwan this
week which appear to be on tbe
verge of collapse.

While still tentative, the Indo-

nesian proposal would involve

much broader co-operation,
including BAe's Jetstream turbo-

prop operations based at Pres-

twick, Scotland, as well as the RJ
regional jet activities based at
Woodford, near Manchester.

BAe has been seeking to forge

international partnerships for

both its regional jet and turbo-

prop aircraft activities as an inte-

gral part of its recovery strategy.

Both regional jets and turbo-

props have continued to lose

money and BAe said last week it

was cutting 630 jobs out of the

i500 employed on the turboprop

activities at Prestwick. The
regional jet operations employ
about 3,000 people in tbe UK.
BAe has been losing patience

over what it sees as Taiwan's
delaying tactics on the proposed
joint venture which involves only
its regional jet activities.

Mr John Cahill, BAe chairman,
yesterday began talks in Taiwan
to try to salvage the deal. But tbe

Continued on Page 16
Minister champions BAe deal.

Page 6

ferent from countries such as tbe

Czech Republic, Poland or Hun-
gary.

Similar agreements would also

be open to neutral or non-aligned

countries, sucb as Sweden and
Austria. They would Involve dif-

fering degrees of co-operation, for

instance in peace-keeping, mili-

tary training and assistance.

Mr Volker RQhe, the German
defence minister, who has
actively promoted discussion of

NATO enlargement, made clear

he was still pressing for an even-

tual extension of membership.
But he was not calling for eligi-

ble countries to be identified or
for a time-table for entry.

Tbe US plan still has to be dis-

cussed with France, which is not

represented at the informal
two-day meeting here. However,
France has also been anxious for

Nato to play down the enlarge-

ment issue.

British Foreign Office tries

to bury a few Euro-myths
By Lionel Barber in Brussels

ITS OFFICIAL. There is no EC
ban on curved cucumbers; there

is no such thing as a standard

Euro-lavatory; and reports that

the EC intends to ban traditional

British mince, fresh-farm tur-

keys and the sale of ripe pheas-

ant are simply not true.

The British Foreign Office

would also like the rest of the

world to know that it is untrue

that Mr Jacques Defers’ head

will appear on British notes and
coins; that EC rules prohibit

British oak from befog used for

Euro-furniture because it is too

knotty; and that charity shops

will not be able to sell second-

hand toys.

These findings appear in a new
British Foreign Office study pub-

lished today which alms to lay to

rest some of the wilder stories

about Community-wide legisla-

tion, particularly that involving

the Single European Act. The
project is the inspiration of Mr
Douglas Hurd, the British for-

eign secretary.

Mr Hurd's pamphlet on “Euro-
myths and Euro-scares" is an
attempt to better inform a Brit-

ish public notoriously ambiva-
lent about the Community.
However, it is also a counter-

blast against British Euro-scep-

tics who hijacked the recent con-

ference of the ruling Conserva-
tive party. In a self-penned
introduction, Mr Hurd appeals
for a British sense of fair play.

The single market obviously
requires EC legislation, both to

protect the British business sell-

ing abroad and the British con-

sumer buying goods from else-

where in the EC. “But we need to

strike the right balance,” he
says.

The Foreign Office used
Britain’s popular press as the
source for many of the Euro-

contents:

myths, but it also concedes that
some of the fairy tales are
grounded in fact. Hence, it is

true that EC roles will restrict

British wine production, even
though the UK is a minnow com-
pared with France. Germany,
Italy and Spain. EC rales say
that countries producing more
than 2.5m litres of wine a year
may not plant new vines.

ft is also fact that carrots are
listed as a fruit under a 1979 EC
directive on jam.
This was agreed so that the

Portuguese could continue using
carrots in the production of jam.
Less black and white, perhaps,

is the British view on the EC
directive on limiting the work-
ing week to 46 hours. Her Majes-
ty’s government's position
remains that the law is “point-

less, unwelcome and will be chal-

lenged in the European Court of

Justice” once it has been
adopted.
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Ireland and

Brussels

clash on aid
By David Gardner in Brussels

THE Irish government and the

European Commission yester-

day clashed over regional aid,

in what officials on both sides

fear could be a widening row
spreading into next week's EC
summit in Brussels.

Dublin fears it will not now
get the I£7.8bn (£7.5bn) in
structural aid it believes it was
promised after marathon nego-

tiations in Brussels in July,

during which Ireland threat-

ened to veto the EC’s Ecul57bn
(£l22bn) regional aid pro-
gramme for 1994-1999.

Irish officials say Mr Jacques
Delors, the Commission presi-

dent. is going back on the
pledge he gave to Mr Dick
Spring, Ireland's foreign minis-

ter, in the early hours of July
20 when Dublin lifted its veto.

Mr Delors responded angrily

yesterday, telling RTE, Irish

Television; "I always have the
custom of fulfilling my prom-
ises; this is a lie."

The Commission meets in
special session this morning to

decide on a proposal from Mr
Bruce MiUan. commissioner for

regional policy, which would
give Ireland only around Irish

I£7.2bn.

A decision was delayed at
yesterday’s weekly meeting of
the EC executive, when
Ireland’s commissioner, Mr
Padraig Flynn, invoked a
rarely used internal Commis-
sion regulation to demand a
postponement
Mr Flynn said yesterday that

the lower payment was “not in

accordance with the agreement
between Ireland and the Com-
mission".

In the interim, the Irish

prime minister. Mr Albert
Reynolds, has had several tele-

phone conversations with Mr
Delors, and Dublin was last

night considering sending a

high-level delegation to Brus-

sels.

One Irish source described

the dispute as “the biggest

political row in 20 years of

(Irish) membership of the Com-
munity" and forecast an

“untidy" EC summit next
week.

Ireland’s share of the 1994-99

structural aid budget comes
bum the Ecu96.3bn devoted to

backward regions of the Com-
munity , whose per capita

income is below 75 per cent of

the EC average.

The four poorest, or “cohe-

sion" countries - Ireland,

Spain, Portugal and Greece -

will get Ecu70bn of this, plus

an additional Ecul5.5bn from
the so-called Cohesion Fund,
devoted to helping them catch
up with the Community’s envi-

ronment and transport infra-

structure standards.

In the three long rounds of
ministerial horse-trading in
July, however, the Commission
pledged Ecu2bn more to

sooalled Objective 1 member
states than it has to give,

senior Brussels officials con-

firmed yesterday.

As well as Ireland. Greece,

Portugal and Italy are unhappy
with their allocations, while
Germany and the UK, the EC’s

main paymasters, are certain

to insist the regional aid ceil-

ing agreed at the 1992 Edin-

burgh summit is not exceeded.

Under the 1989-93 structural

aid budget, sparsely populated

Ireland received between two
and two-and-a-half times more
funding per head than its three

“cohesion” partners.

One senior Commission offi-

cial said that even on the low-

est figures now cited, Ireland is

still “measurably in front of

the other three.”

Mr Delors said, however,
that what the Commission was
discussing today was a “mini-

mum, indicative number”,
which could rise later.

1

The government of Mr Reyn-
olds. however, now finds itself

in a political bind, having writ-

ten l£8bn in EC funding into

its I£20bn national develop-
ment plan for the next five

years.

Mr remarked yester-

day: “I daresay when you’re
talking about money, lots of
people get disappointed.”

Stability returning to German economy
* ° hesitant and exports for Germany»

By Christopher Parkes in

Frankftrtand
Quentin Reef in Bonn

WEST GERMAN indicators

suggest the economy is stabi-

lising, the economics ministry

said yesterday, as the growth

of money supply edged closer

to the Bundesbank's target

range and money market
tnterest rates fell slightly.

Both events indicated a
more stable environment for

the central bank to continue

its series of cautions reduc-

tions in short-term interest

rates, economists suggested.

The ministry’s monthly
report pointed to a “slightly

less pessimistic" assessment

by businesses for the first time

in the past year. This coin-

cided with a marginal
improvement in demand in the

manufacturing sector, and a

stabilisation in industry as a

whole.

Economists suggested that

today’s meeting of the Bundes-

bank’s central council would

not bring further cots In the

key discount rate, presently at

6.25 per cent

The M3 measure or money

supply grew at a seasonally

adjusted annualised rate of 7

per cent last month, compared

with 7.2 per cent in August

and the bank's upper target

limit of 6.5 per cent However,

total money supply rose mod-

erately during the month after

weakening in August, the

hank added, and bank lending

had increased again after fall-

ing In the previous month.

The Bundesbank yesterday

resumed its fine-tuning of

money market interest rates

with a reduction from 6.7 per

cent to 6.67 per cent in its

securities repurchase rate, a

move which had been widely

discounted.

But, the latest ministry

report warns that structural

adjustment by German compa-

nies is likely to mean that eco-

nomic recovery will continue

Co be extremely hesitant

It suggests that wage agree-

ments reached so far in the

current pay round clearly

reflect the precarious position.

It also points to a further dete-

rioration in unemployment

In east Germany, the

monthly economic statistics

continue to show big varia-

tions, reflecting in part the

sporadic nature of orders for

exports from former clients in

eastern Europe and the former

Soviet Union. Both imports

and exports for Germany »a
whole have shown a sharp

decline over the past year.

In the first seven months of

1993, imports were down 172

per cent, and exports down

13.8 per cent

Germany’s visible trade bal-

ance for the period increased

to DM25.3bn (£102bn), from

DMl tsbn for the same period

of 1992. Its deficit on the invis-

ible account rose from

DM10.7bn to DM21 -9tm.

str 1

Kohl learns to say Nein to EC partners
A unified Germany wants more from Brussels in return for its role of paymaster, writes Lionel Barber

for

F OR more than five

years, there was an
unwritten rule in EC

budget negotiations: sit tight,

if necessary through the night,

and wait for Chancellor
Helmut Kohl to cough up the
money.
These days, the EC can no

longer count on Mr Kohl's

grand coeur. Weighed down by
the costs of unification, Ger-
many is less willing to play the
role of paymaster, less reticent

about pushing its national

interests, and more unpredict-

able in its behaviour within
the Community.
Mr Jacques Delors, president

of the European Commission,
has sensed the mood swing. He
has given a spate of interviews
and speeches in Germany,
warning Germans about the
risks of becoming wrapped up
in post-unification problems
and ignoring the wider inter-

ests of her European neigh-
bours. German-watchers in
Brussels believe that German
assertiveness within the EC is

the inevitable consequence of
its new size and power. “This
will require adjustments for

everybody.” says one EC offi-

cial, “including France.”
Perhaps the most dramatic

expression of the national

interest was during the col-

lapse of the European
exchange rate mechanism last

August. Bundesbank and
finance ministry officials

refused not only to succumb to

French pressure to force the
D-Mark out of the ERM; they
also struck a deal with the
Dutch to maintain the old 4.5

per cent fluctuation margin
with the guilder. The rest of

the ERM currencies reverted to

30 per cent fluctuation mar-
gins.

Such assertiveness should
not be interpreted as a shift in

Germany's European policy.

Despite signs that German
public opinion is more luke-

warm about the EC than for

many years, Mr Kohl has
refused to compromise on his

enthusiasm for the Maastricht
treaty and the desirability of

deeper European integration.

On the other hand, Brussels

officials have identified several

issues which reflect the Bonn
government's recent willing-

ness to say Nein to its EC
partners.

An insistence that German
farmers be compensated for

the revaluation of the D-Mark
as a result of the suspension of

the ERM. Bonn wants full

operation of the so-called

“switchover" mechanism, even
though the future costs to the

EC budget could be
prohibitive.

A refusal to abide by EC lim-

its on the amount of land
which can be sown with cere-

als in eastern Germany. Ger-

many argues that Brussels
miscalculated the “base area"

in 1992 by failing to include

180,000 ha devoted to maize.

An informal non-aggression

pact with the US covering
potential telecommunications
sanctions. Brussels argues that

the pact challenged the princi-

ple of a unified EC trade pol-

icy; German officials say the

row has been quietly buried.

German insistence that the

Ekostahl steel plant in former
East Germany should be con-

sidered eligible for some state

Chancellor Kohl with Foreign Minister Klaus Kinkel. Brussels has noticed Mr Kohl’s mood swing

subsidies. Brussels officials

believe this stubbornness could
wreck efforts to reach a deal to

reconstruct Europe’s ailing

steel industry.

A senior German official

argues that Ekostahl is a test

case. The EC should show
more flexibility, recognising

that arrangements for reduc-

tions of steel capacity in Italy

and Spain are unlikely to he
water-tight. The closure of

Ekostahl would invite an
anti-EC backlash throughout
the east, he says. The EC is

already planning to double its

aid to east Germany next year

from the current annual figure

of Eculbn (£770m). But some

EC officials believe that more
needs to be done. One senior

official notes that East Ger-

many failed to win the same
generous "derogations" on
agriculture which were
accorded to Spain and Portugal

during their entry negotia-

tions. Yet as a former Commu-
nist country. East Germany’s
problems of transition were
arguably more severe.
“Remember the second lan-

guage was Russian, not
English," he says.

One of the most sensitive

questions regarding post-unifi-

cation Cermany is its political

weight within the EC. A recent

eign affairs spokesman of the
ruling Christian Democrat
Union, advocated strengthen-

ing the voting rights of the big

powers in the EC.
Though the Earners paper

did not eqjoy official status, ft

received support in some parts

of the Bonn bureaucracy. The
proposition that a country with
80m people should have
greater voting strength In an
enlarged Community has a cer-

tain logic, but it remains con-

troversial for historical and
political reasons.

The signs are that Bonn has

modified its position on institu-

tional reform, mainly because

ardise the enlargement negoti-

ations with Finland, Norway,

.

Sweden and Austria. At the

same time, countries such as

France recognise that the pure .

application of demographics:.

-

would inevitably break voting

parity with Germany.
However, its seems that

Brussels and the member
states will have to adjust their

policies to accommodate Ger- ..

many. Hence the willingness of

France and the UK to cave in

quietly to Mr Kohl's campaign

to bring the European Mone-

tary Institute to Germany,
most likely Frankfurt "It is

the price for Germany giving

up the Deutschemark,” says

one French official.

France is ready to support

putting the European Mone-
'

tary Institute, embryo of the

European central bank, in Ger-

many, according to Mr Alain

Juppe, France's foreign minis-

ter, in an interview appearing

in today’s in the Rheinfscher

Merkur newspaper, writes

David Buchan in Paris.

However, France is not pre- 7?

pared to endorse siting the EMI
specifically in Frankfurt, as

Chancellor Helmut Kohl insists

should be decided at next
week's EC summit. France
fears that choosing Frankfurt

might whip up concern, in at

home about German hege-
mony, but seems increasingly

to accept that this may be the

only way of stirring German
enthusiasm for eventual mone-
tary union. Lyons, France’s
official candidate, was yester-

day still hopeful of emerging as

a compromise choice for the

European bank.
Editorial comment. Page IS
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AirCanada

And from October 3 1st, we re introducing a new same day

service from Toronto and Halibx to London - leaving Canada in

the morning and arriving in London that evening.

To take advantage of our companion offer, valid for

transatlantic travel between 15th October and 3 1st March 1994,

purchase your ticker with the American Express Card (non-

Cardmcmbcrs see below). To lind out more, or to book your

ticket, call Air Canada on <031

)

759 2636 (within London) or

0800 181 313 fall other areas), any American Express Travel

Service or Representative Office, or your travel agent, and

mention the ‘American ExprestJAir Canada companion offer’.

How to apply

for an American Express Card.

Just call 0800 373 555 for an application form. But hurry

to make sure you don't miss out on this exclusive offer.

ATH Of fresh air.

Geoffrey Howe’s resignation speech In The House of Commons Is generally
acknowledged to have signalled the beginning of the end of Margaret Thatcher's
premiership.

In her memoirs Lady Thatcher has been highly critical of the speech and Lord
Howe's motives for making It.

Now Lord Howe responds to his former leader’s criticisms.
You can read his review of her memoirs exclusively In this Saturday's edition

of the Weekend FT.

Weekend FT.
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Air France I Swedish

strikers face JSS
force threat b> 2-8%

NEWS: EUROPE

Bjf Afice Rawsthom in Rails

STRIKING Air France workers
were warned yesterday by Mr
Bernard Bosson, the French
transport minister, that the
government would use force “if
necessary" to clear them from
the runways at the two main
Paris airports.

Both Charles de Gaulle and
Orly airports were yesterday
thrown into chaos for the sec-
ond successive day because of
the strike by employees, who
are protesting against propos-
als to cut 4,000 jobs and to
reduce overtime pay at the
loss-making national airline.

Mr Bosson said after leaving
a parliamentary session that
the situation was “intolerable’’
and that the government
would act on its threat to clear
the runways forcibly “if it

remains impossible for the air-

lines to operate”.
The strike also spread to air-

ports elsewhere in France,
with Nice and Marseilles being
blocked for part of the day.
Both Air France and Aferoports

de Paris, which runs the Paris
airports, said last night that
they could give no indication

as to the likely situation today.
Air France workers occupied

the runways at Orly, the main
airport for domestic flights, for
most of yesterday morning.
The blockade was broken tip
by police during the afternoon,
but the strikers returned in
early evening.
Squads of riot police moved

into Charles de Gaulle airport
during the early hours of the
morn ing to stop strikers from
occupying the runways
forming picket lines on access
roads as they did on Tuesday.
Some international airlines,

including Germany's Luft-
hansa, managed to get flight*
out of Charles de Gaulle. How-
ever, hundreds of other inter-

national flights and almost all

Air France nights were can-
celled. Several carriers took
passengers by coach to Brus-
sels or Frankfurt, but hun-
dreds of people were left

stranded at airport hotels.

Mr Bernard Attali, chairman
of Air France, called on the
unions to start negotiating on
a local basis. Central discus-
sions between Air France and
the unions were suspended last
weekend. Mr Attali also
affirmed that, despite the
strike, he was still determined

1

to press ahead with his cost- <

cutting plan.

Industry output
rises strongly
By John Rkkfing in Paris

FRENCH industrial production
rose strongly in July and
August, increasing by 1.3 per
cent over June, according to

figures from InsAf* the national

statistics institute. Manufac-
turing output rose by 0.7 per
cent during the period.

Mr Edmond AlphandOry,
economy minister, safcTthe fig-

ures were encouraging and
supported his forecasts of a
stabilisation in economic activ-

ity in the current quarter and
a return to growth in 1991
Private sector economists

and Insee, however, expressed
caution. Insee described the

statistics as "fragile”, adding

that data for the summer
period were less, reliable than

for other months. Industrial

output in July and August,
lumped together because of the

summer holidays, was still 2.9

per cent down on the same
period last year.

“The numbers are higher
than expected,” said one Paris-

based economist, who had fore-

cast a rise of 0.3 per cent hi

July-August “But there is a
relatively important margin of

error. They signal a stabilisa-

tion of the situation rather

than a recovery from reces-

sion.” Several economists
believe France could suffer a
“double-dip” recession, with a
contraction in the fourth quar-

ter after recovery in the third.

The government itself

remains cautious about the
performance of the economy.
Mr Nicolas Sarkozy, budget
minister, said this week that

gross domestic product was
likely to contract by 1 par cent

tills year, instead of the OB per
cent decline forecast last

month at the launch of next
year's budget He maintained
the government’s forecast of
1.4 per cent growth in GDP
next year.

French industrialists also

expect recovery in 1994, but at

a slower pace. A forecast by
the CNPF employers' organisa-

tion, based on a large-scale sur-

vey of member companies esti-

mates growth of 1 per cent in

1994. The industrialists in the

survey said they expected
recovery would be slow.

The CPNF said that a reduc-

tion in short-term interest

rates to between 5 and 6 per

cent, from their current level

of about 7 per cent, was possi-

ble and necessary for economic
recovery next year.

economy
to shrink

by 2.8%
By Christopher Brown-Humes
tn Stockholm

THE SWEDISH economy will
shrink by 2.8 per cent this

year, its worst performance
since the second world war,
according to the government.

Its latest forecast Is mcch
more pessimistic than the one
it gave in April, when it pre-

dicted a fall of just L7 per
emit. However, it believes 1993
will mark the low point, with
GNP growth of 1.9 per cent
expected in 1994 and 2.9 per
cent in 1995.

Mrs Anne Wlbble, the
finance minister, said: “The
road back to sustained growth,
foil employment and healthy
financing is a long one, but
more and more signs of recov-
ery can now be discerned".
No growth in private con-

sumption is expected in 1994,

and public consumption is

forecast to foil 1.3 per cent
Unemployment wQl rise to 8^4

per cent, excluding those on
training schemes, before fall-

ing to 7.9 per emit in 1995.

To help tackle the unem-
ployment crisis, the govern-
ment yesterday announced
plans to nearly halve employ-
ers’ social security contribu-
tions for new staff. The mear
sure will apply to all

companies with more employ-
ees in 1994 than in September
1993, and is partly designed to
combat explosive growth in
overtime.

The government is relying
on exportrled recovery to get
Sweden ont of a three-year
economic trough, and to cut
the budget deficit and state

borrowing totals winch, in rel-

ative terms, are among the
highest in the western world.

It expects the public finance
1

deficit to foil from SKrZOSbn
($26bn), or 14.5 per cent of
GNP, in 1993 to SKrl80bn, or
U per cent of GNP, in 1995.

New measures to help
achieve a targetted SKrSlbn
strengthening of the budget
over five years include higher

individual social security
charges and reduced medical
subsidies.

Czech budget
deficit to

total S640m
THE Czech Republic’s budget
for 1994 win show a deficit of

Kcsl&3bn (9640m), Mr Tomas
Jezek, head of the National
Property Fund which oversees
privatisations, said yesterday,

writes Patrick Blum from
Prague. The deficit, which
would be caused by debts
incurred under the communist
regime, would be covered by
privatisation revenues, the

Czech hews agency reported.

Yeltsin’s anti-corruption

chief plans to step down
By Leyia Boulton in Moscow

THE head of President Boris

Yeltsin’s anti-corruption com-
mission yesterday said he was
quitting and warned Russia’s

leaders not to miss a rare

ohawm to taeklfi corruption.

Mr Andrei Makarov, a prom-

inent lawyer who plans to run
for parliament, said he wanted

to devote his time to politics.

The recent appointment of Mr
Andrei Kazannlk as a new
“honest and competent” prose-

cntar-general after the suppres-

sion of the parliamentary

uprising bad also removed the

‘need for the extraordinary

commission, he said.

But friends say the real rea-

son for his departure is that he

is pessimistic about the pros-

pects for fighting corruption,

and believes there are too

many high-placed officials hav-

ing a vested interest in seeing

his commission disbanded.

The commission was set up
this giimmer after Mr Alexan-

der Rutskoi, then vice-presi-

dent, accused several ministers

and close presidential aides of

corruption.

Mr Makarov rejected sugges-

tions that his commission had
settled political scores for Mr
Yeltsin, saying that it had been

created because the former

prosecutor-general, Mr Valen-

tin Stepankov, bad been doing

a one-sided job on behalf of Mr
Yeltsin’s enemies.

The commission’s work
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bulls, bears
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resulted in the sacking of Mr
Victor Barannikov,- security

minister, and of Mr Andrei
Dunayev, first deputy interior

minister. Mr Barannikov was
not among those accused by
the vice-president, whom he
later joined in the occupation

of parliament
While clearing the names of

Mr Vladimir Shumeiko and Mr
Mikhail PcQtoranm, two dose
presidential aides accused by
Mr Rutskoi, the commission
also accused the vice-president

himself of being “associated”

with a Swiss bank account
Before he leaves his post Mr

Makarov will submit proposals

for a strategy to fight corrup-

tion relying heavily on eco-

nomic reforms.

THE FINANCIAL TIMES
Published by The Financial Times
(Europe! GmbH, NibeftmgcnplnLZ 3,

60318 Frankfort am Main. Germany.
Telephone ++-W 69 156 850, Fax ++49
69 5964481. Tides 416193. Represented

by Edvard Huso. Managing Director.

Printer DVM Druck-vertricb nod
Marketing GmbH. AdmtnMtosendaU-
Stnum 3a, 63263 Nea-beabmg (owned
by HOrriyei Interna t ional).

Responsible Editor Richard Lambert,

do The Financial Times f.imi«rd.

Number One Southwark Bridge,

London SEI 9HL, UK. Shareholders of
tbc Financial Times (Borope) GmbH
are: The Financial Timm (Europe) Ltd,

London and F.T. (Germany
Advertising) Lid, London. Shareholder

of the above mentioned two companies

is: The Financial Tuna Limited,

Number One Southwark Bridge,

London SEI 9HL. The Company is

ncoiporaied under the laws of Engbuid

and Wales. Chairman; D.C.M. Bed.

FRANCE
Publishing Director J. RoDey. 168 Roe
de Rivofi. F-75044 Paris Cedes 01.

Telephone (01) 4297-0621, Fax (01)

4297-0629. Printer SA. Nord Eclair,

15/21 Rue de Cairo, F-S9IOO Rcrobwx

Cedes 1. Editor .Ridrnrd Lambert.

ISSN: ISSN 1148-2753. Commission
Paritaire No 67808D.

DENMARK
Financial Times (Scandinavia) Lid.

Vimmclxkafted 42A, DK-1161
CooenbagenK. Telephone 33 13 44 41,

F&s33W 53 35.

BBnews in brief

v

Rauu

Georgians at Tbilisi airport unload an aircraft carrying ITS humanitarian aid

Russia deploys troops to

contain Georgia chaos
By GBUan Tett in Moscow and
Steve LeVine hi TbBsf

RUSSIAN military leaders

yesterday moved to deploy
troops to defend rail and sea
links in Georgia as rebel forces

of the ousted leader, Mr Zviad
Gamsakhurdia, continued their

advance towards the country’s
second city, Kutaisi, which is

being defended by army units

loyal to President Eduard
Shevardnadze.
A statement from the Rus-

sian foreign ministry in
Moscow said troops were being
assigned to guard a strategic

railway which runs from Geor-
gia’s Black Sea port of Poti to

neighbouring Azerbaijan and
Armenia, in accordance with a
request from Mr Shevardnadze.

As skirmishes continued yes-

terday on the outskirts of

Kutaisi, which has been
expecting a full-scale assault

by the rebels for the past three

days, the Georgian, ambassador
to Moscow issued another plea

for Moscow's assistance.

“We need Russian help - we
cannot defend these [transport

links] ourselves,” said Mr Vale-

rian Advadze, echoing a
last-ditch appeal by Mr Shev-
ardnadze on Tuesday
A senior Russian official in

Tbilisi yesterday said that 20

truck loads of Russian soldiers

had been sent to defend the
railway from tbeir base in
Batumi, western Georgia, and
bad now taken control of part

of the line to Tbilisi Mr Garo-

sakhurdia’s control over the

railway has given him a partial

stranglehold over Tbilisi

But a Russian presidential

spokesman in Moscow empha-
sised that Russia's interven-
tion was a peacekeeping action

which did not constitute inter-

ference in Georgia's internal

affairs. Moscow expected units

would also be sent by Azerbai-

jan and Armenia.

If the city of Kutaisi falls, it

would be a serious blow to Mr
Shevardnadze’s government,
already severely weakened by
the loss of the Abkhazia to

Abhkaz separatist forces last

month, and the loss of much of
western Georgia to the Geor-
gian rebels, who have been
pushing in a two pronged
attack across the region.

Yeltsin acts on
company debt
PRESIDENT Boris Yeltsin has signed a decree to force Russian
enterprises to settle debts incurred between themselves, it was
announced yesterday, writes Leyia Boulton from Moscow.
The decree provides for the issue of promissory notes which

would enable creditors to sell enterprises' debts to other compa-
nies if they remained unpaid. The holders of such debts could
then try to recover them by starting bankruptcy proceedings
against the indebted enterprise.

With inflation very high and enterprises prepared to deliver
goods to each other without payment, many have found it both
possible and profitable to drag out payment indefinitely.

Slovakia coalition formed
Slovakia's governing party, the Movement for a Democratic Slo-

vakia, is to form a coalition with the opposition Slovak National
1 Party, writes Patrick Blum from Prague. The new coalition will

command an absolute majority in the 150*eat parliament Its

formation delays the threat of an early election and will also
allow the passage of a budget for next year.

EC entry opposed in Norway
Norway’s main opposition Centre party yesterday tabled a motion
in parliament calling for withdrawal of the country's application
for membership of the European Community, writes Karen Fossli

from Oslo.

The proposal, made at the start of a two-day debate on the
King’s speech, initiated a stormy parliamentary session, with the

Centre party promising to flee its muscles at every opportunity to

demonstrate new-found political strength after overtaking the

pro-EC Conservative party in the election.

Few political analysts believe the proposal will win majority
backing of the Storting when it is put to a vote tonight. Recent
opinion polls on EC membership show opposition running at an
unprecedented 5880 per cent against the move. The governing
Labour party is split on the issue but says the electorate must be
given the opportunity to vote on membership in a referendum,
probably by 1996, if the country is to have a strong negotiating

position with Brussels.

US pledge on Bosnia troops
The US yesterday made clear to its allies it was still ready to send
“substantial” forces for a peacekeeping operation in Bosnia if a
settlement was reached, writes David White, Defence Correspon-

dent Mr Les Aspin, US defence secretary, also told other Nato
defence ministers meeting in Travemfinde that Washington was
looking at ways of helping the humanitarian aid effort in Bosnia

in the absence of a peace agreement
Ministers and Nato officials played down reports of a transat-

lantic rift following President Bill Clinton's weekend interview

criticising the role of Britain and France.

Global Performance
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US aims to reduce hard-core drug use
By George Graham
In Washington

THE Clinton administration

yesterday unveiled a new drug
control policy that it said
would concentrate the govern-
ment’s efforts on reducing
hard-core drug use, instead of
curbing ca^iai use,

Mr Lee Brown, director of
the White House’s office of
national drug control policy,

said hard-core users not only
accounted for most of the con-

sumption of such drugs as

cocaine or heroine, but also

caused most of the social dis-

ruption and violence linked to

drugs. The policy would also

aim, Mr Brown said, more at

the treatment of drug me as a
medical problem, and not just

on law enforcement
“We must be prepared to

focus as never before on solu-

tions to the problems of heavy
drug use from both the crimi-

nal justice and public health

perspectives,” he told the Sen-

ate judiciary committee yester-

day in presenting his new
Interim strategy.

Nevertheless. Mr Brown
firmly rebuffed those who have

called for the legalisation of

some drugs as a better way of

tackling the drug problem.

“The administration is, with-

out any reservation, opposed to

the legalisation, decriminatisa-

tion or medicalisation of illegal

drugs,” he said.

The new policies have
already come under fire from

both sides of the debate. Sena-

tor Orrin Hatch, a Utah Repub-

lican, accused Mr Clinton of a

"tragic abdication of leader-

ship" and "slipping inexorably

into the old permissiveness."

But Mr Kevin Zeese of the

Drug Policy Foundation, an

institute advocating drugs

reform, complained that the

administration might talk

about increasing the emphasis

on treatment, but was still

devoting most money to law

enforcement.

“This so-called strategy still

gives law enforcement a two to

one advantage in funding. That

is not change,” Mr Zeese said.

The US has spent $3&5bn on

the "war on drugs" over the

past four years but the drug

use statistics suggest this

money has done little either to

control supplies of narcotics

coming into the country or to

curb demand among users.

The administration has

found it hard to persuade Con-

gress to shift money away from

some older programmes and

towards its new initiatives.

Mr Brown said the new pro-

gramme would expand the

US’s capacity to treat drug

addicts and compel convicted

criminals to complete treat-

ments, with spending concen-

trated on inner cities.

Efforts to deter first-tune

drug use would target inner-

city youths, children and preg-

nant women and would include

under-age alcohol abuse as

part of the larger problem.

Europe seen as greatest obstacle to successful trade deal

Christopher cautions EC over Gatt
By Jurek Martin In Washington

MR Warren Christopher, the secretary

of state, reminded western Europe
yesterday that the US attaches as
much importance to economic
co-operation as it does to improving
the security partnership.

In a speech prior to leaving on a
trip to Hungary, Russia, the Baltics

and three other former Soviet repub-
lics he identified the European Com-
munity rather than Japan and Asia as

presenting the greatest obstacle to a
successful conclusion of the Uruguay
Round of trade negotiations by the
December 15 deadline.

He acknowledged that none of the

necessary trade-offs, especially in

agriculture, would be easy but added:
"To our friends in Europe, let me
restate that preserving common secu-

rity across the Atlantic requires us to

focus not only on Nato" but on the

trade round, where the global eco-

nomic consequences of failure would
be “very severe and dangerous”.
Mr Christopher, under attack at

home for his stewardship of US for-

eign policy in Somalia. Haiti and Bos-
nia, caused consternation in Europe
at the weekend when he said Wash-
ington had for too long been too

"Eurocentric” and that western
Europe should realise it was no lon-

ger “the dominant area of the world”.

While clearly nettled by recent
European criticism, the secretary of

state may also have been sending a
call to the EC that he expected sup-
port from the continent to help sus-

tain the US global role. At a dinner in

Washington on Tuesday night, Mr
Egon Klepsch, president of the Euro-
pean Parliament agreed that Europe
needed to demonstrate such support
Mr Christopher also warned China

that it might be difficult to justify

extension of most-favoured-nation
trading status next summer unless
Beijing improved its human rights

record, trade practices and coopera-
tion on nuclear non-proliferation.

Pressure from the US Congress was
such, he said, that it was vital China
demonstrated such progress in the
coming months rather than next

spring, “so that there's not a huge
build-up of pressure for us to lift the

MFN".
However, attempts by Congress to

impose more immediate controls over

foreign policy appeared yesterday to

be abating. The Senate easily defeated

one Republican amendment that

would have prohibited US troops from

serving under the command of other

nations in UN peacekeeping
operations. It also appeared that Sena-

tor Bob Dole's proposed limits on any
military intervention in Haiti was no

longer a threat. The Republican

leader, who has admitted that if he

were president he would oppose his

own amendment, was trying yester-

day to modify his proposal. Christopher: nettled by criticism
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Scandal opens

the way for

Brazil reform

I
T IS already being called

“Collor 2". What began as

wild allegations from a for-

mer government official have

ignited Brazil's biggest corrup-

tion yafldfll since last years

resignation in disgrace of Pres-

ident Fernando Collor.

The scapdal broke when the

magazine Veja! published an

interview with Mr Jos£ Carlos

dos Santos, until last year a

senior official in the govern-

ment’s budget department Mr

Santos claimed 29 politicians -

including four senators, three

state governors and five former

and acting government minis-

ters - were involved in the cor-

ruption scheme.
This allegedly channelled

“fees" from construction com-

panies to scheme members,
many of whom sat on the con-

gressional budget committee,
in return for their approving

building projects in the annual

budget
The allegations were seized

on by Brazil's press, which has

adopted a campaigning and
moral tone since playing a

leading role in Mr Collor’s

downfall. In Brasilia the ensu-

ing furore led to two days of

confusion, in the government
and threatened to disrupt a

review aimed at simplifying
and modernising the constitu-

tion.

A special parliamentary

inquiry, which started work
yesterday, has 45 days to inves-

tigate the allegations, ft can
call any witnesses and gain

access to private bank
accounts.

“They will find some very
nasty things. Probably about

10 of these names are under

suspicion, of which two or

three are big names,” said one
senator.

Mr Santos is an unusual wit-

ness. He is the main suspect in

the investigation of his wife’s

murder and is under arrest for

possession of forged US dollars

and alleged drug offences. But,

during his time in the budget
department from 1970, he was
widely respected for his know-
ledge of budget procedure.

Proving that the scheme
existed may be difficult “But
he knows exactly where the
bo&es are. buried,” said one.
congressional aide.

Claims of corruption in Bra- .

zfi’s Congress may raise few
eyebrows. But apart from iso-

lated and often, peripheral
cases, only a few such allega-

tions have surfaced in public.

"Everyone knew this was
going on, except no one dared
say it," said Mr Francisco
Gros, a Rio de Janeiro-based

banker.

The problem of political cor-

ruption is deep-rooted in Bra-
zil Because the party system is

weak, individual politicians,

often with strong links to sec-

tors such as the construction
industry, are expected to
spend, or promise spending, in
order to win election.

The country's legal system is

also seal as too ineffective and
poorly staffed to pursue cor-

rupt Individuals through the

courts.

Congress has yet to show It

can tackle its own weaknesses

and admit any of its members,

are corrupt “The fire is getting

very close,” Mr Gros said.

The yawdal has broken at a

crucial time for Brazil, which

started a constitutional review

two weeks ago. Political lead-

ers say the inquiry can run in -

parallel with the review, but-

several congressmen admit pri-

vately that the review is
-

threatened. “With so many
problems, r don’t think Con-

gress will have the necessary

will to proceed," one said.

This raises a problem for the

government, which hoped the

review would allow important

economic changes to Brazil’s

1988 nationalist, utopian con-

stitution, with its barriers to-_

Angus Foster -

on the possible

spin-off from
corruption
allegations

JT -

foreign investment in key^sec- -

tors.

But it also presents an oppor-

tunity. According to govern-

ment officials, one constitu-

tional weakness is ..-that

Congress has too much power
and the executive is often help-

less to implement policy. With
Congress weakened by the cor-',j
ruption allegations, and: wor- IJjL

.

ried about Anther tarnishing

to its public image, some ana: £
lysts say the government can
take the initiative.

Mr Fernando Henrique Car-

doso, finance minister, is due
to meet President. Itamar
Franco today and seek permis-

sion to make use of this oppor-

tunity. Mr Cardoso hopes to

announce a new phase in the

country’s privatisation pro-

gramme, already delayed by
several weeks, and combine if

with a package of fiscal mea-
sures.

He wants to try to ehmiaate-
this year's budget deficit of
-$6bn.f£3'9bn) -mid.ibalanpetoext

year’s budget, which otherwise
could be S25bn in deficit A big
budget deficit would prolong
Brazil’s inflation agony; ann-
ualised price increases, .n^w
run at nearly 2,000 per centi.

Mr Cardoso is thought to'he
seeking a new upper
bracket of 35 per cent, a widen-
ing of the tax on fiiranfcial

transactions and quickercol-
lection of taxes on tobacco and

.

alcohol. • .
•-

This package is likely ,to
raise only about ¥6bn. nf lsj91

and business groups in .Brazil,

as well as the country’s foreign
creditors, will be looking for
widespread spending cuts too..'.

After listening to Mr Cardoso’s
promises of firm action; atope.

he took office in June
.

1

-Hip

groups are impatient tor
change

Envoys call for

broader Haitian
government

sr*:

US and United Nations envoys
are pressing Mr Robert Malval,
Haiti's pro-democracy prime
minister, to include ministers
loyal to the military in an
expanded government, an aide
to ousted President Jean-
Bertrand Aristide said yester-
day, Renter reports from New
York.
The aide said the US Ambas-

sador to Haiti, Mr William
Swing and UN special envoy
Dante Caputo want Mr Malval
to sign a communique saying
he will "expand” his govern-
ment if military leader Lt Gen
Raoul Cedras and Port-au-
Prince Police Chief Michel
Francois step down.
Their resignations are

called for in the peace accord
signed by Gen Cedras and the
democratically elected
President Aristide on New
York’s Governors Island last
July 3.

The refusal of the two men
to resign has led to a show-
down between Haiti’s military
rulers and the UN with an oil
and arms embargo reimposed
and US and other warships
patrolling waters off the Carib-
bean country.

The Aristide aide said that
Mr Malval has so far not
agreed to sign the communi-
que, presented to him Tuesday
at a meeting with the two
envoys. He has informed Mr
Aristide of the plan, the aide
said.

The aide said Aristide sup-
porters were worried that such
a "compromise” would in effect

make the Governors Esjakd
accord largely meaningless

-

because including military sup-'
porters in key positions would
prevent Mr Aristide from endr
ing the military's hold on the
country.

It was not specifically known
what ministries pro-military i

allies would be given ifMrMal-
val “expanded” his govern-
ment..

But Mr Evans Francois, the
police chiefs brother who
is an adviser to Gen
Cedras, told the Los Angeles
Times on Tuesday that the m3-
itary wanted its allies, in
control of the ministries
of defence, interior, social
welfare and information in
a government of rating?! rec-
onciliation. .

“Malval Is under intense
pressure to sign the communi-
que,” the Aristide aide
said.

The aide said the communi-
que that Mr Malval has been
asked to sign for the military
to honour the Governors Wag'd
accord and for a law to be
passed banning paramilitary
groups from owning guns.
The aide said a key para-

graph in the proposed commu-
nique would have Mr Malval
say: “As for as I am concerned
as head of government, if this
general plan is implemented, I

dm prepared to further expand
my government. I will be
looking, for individuals whose
integrity and honesty is

unquestioned."
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...one of the most intelligent automobile
inventions in the last 10 years. 9 ?-nciorno

Outrageous car.. .driving the Viper is

a great experience."—Financial Times
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“The king of all off-road vehicles.•.room, style

and comfort of a limousine.”—Auto Motor und Sport
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(Once you’ve seen the remarkable new Chrysler Vision
you’ll be able to till in this blank yourself.)
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Ch in fsTer'^Vision

I
f you’d like some professional examples to

guide, you, they do exist Le Figaro says

that the Vision is “a ‘tour de force’ from

Their enthusiasm is understandable. think that the Vision is the perfect addition to

With its new cah forward design, the Vision Chrysler's family of distinctive vehicles. And

combines the nimhleness of a sports sedan, clearly, we're not the only ones who think so.

Chrysler’s designers.”^uto BiU simply calls it the roominess of a touring car and the safe-

one of the best cars in the world. ty of driver and front passenger air hags. We

©CHRYSLER
Built to setyou free.
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NOTICE OF REDEMPTION

To the Holders of

Japan Air Lines Company, Ltd.

U.S.S54,000,000 11% Guaranteed Bonds Due 1997

guaranteed by The Government of Japan

(the “Bonds'
1

)

principal amount.

The tcHa] number* of the 11.8.87,500,000 principal amount of the Bonds drawn for

redemption n accordance with Condition 6< b | of the Bonds arc H follow

18 1009 1949 2543 3598 1377 5132 6006 6690 7576 8394 9214 10119
22 1016 1973 2844 3602 4380 5134 6011 6692 7578 8397 9225 10124
27 1019 1977 2851 3611 4389 5154 6021 6696 7581 8415 9228 10148

34 1020 1981 2858 3614 4396 5171 6022 6706 7595 8416 9246 10150
37 1022 1994 2859 3623 1103 5175 6024 6709 7596 8431 9260 10151
43 1026 2009 236S 3626 4411 5179 6025 6724 7597 8433 9300 10157
75 1027 0011 3863 3828 4429 5183 6030 6734 7601 8437 9309 10160
89 1029 2012 2864 3630 -1430 SIPS 6039 8741 7602 8446 9312 10162
93 1049 2013 2886 3850 4446 5217 6048 6742 7603 8446 9323 L0168

W 1055 2022 2889 3661 4450 5220 6053 6743 7617 8447 9331 10193
1 12 2023 2894 3676 1453 5226 6054 6744 7618 8456 10202
1 13 1080 2035 2897 3680 4456 5235 6056 6746 7624 8471 9345 10208
117 1084 2042 2919 3693 4457 52)1 6059 6754 7630 8476 9349 10225

1 19 1097 2043 2923 3714 4-158 5244 6064 6762 7635 8478 9361 10243
124 2056 3718 4479 5250

5265
6083 6785 7636 8480 9367 10248

(25 293-t 3723 4498 6109 6787 7839 8496 9369 10256
134 2070 2939 3729 4500 5271 6112 6820 76-13 8536 9382 10260

1130 2072 2955 3731 4508 5273 6117 6822 7650 8538 9392 10287
158 2103 2959 3780 1528 5274 6121 6839 7659 8543 9395 10279
Iff] 1111 2112 2902 3784 4543 5292 6126 6857 7671 8565 9403 10281
157 1143 2121 2069 3796 4545 5293 6129 6862 7674 8566

8576
9405 10283

169 1144 2127 2970 3803 4550 5312 6141 6883 7676 9408 10299
18-1 1146 2132 2972 3806 1560 5324 6143 6891 7683 8S8L 9414 10300
200 1155 2134 2875 3808 4563 5325 6148 6897 7695 9419 10301
2JS 1160 2140 2985

2991
3822 4568 5327 6151 6898 7703 8606 9422 10303

218 1168 2112 3835 4569 5329 6158 6899 7733 8613 9425 10308
237 1181 2146 2992 3845 4574 5331 6160 6904 7734 8618 9426 10312
250 1190 2117 3007 3847 4575

4579
5333 6161 6S»» 7735 8635 9431 10319

251 uai 2I6U 3014 3857 5339 6163 6922 7744 8640 9442 10323
272 1197 2162 3015 3859 4585 5340 6168 6925 7762 6643 9443 10327
276 12US 21tiS 3020 3861 4594 5341 SITU 6930 7766 8648 9446 10329
282 1206 2174 3035 3866 4596 5356 6175 6942 7796 8649 9457 10335
285 H-v -1 2175 30-15 3870 -1602 5358 6191 6944 7800 8651 9475 10352
236 2178 3051 3876 5392 6193 6972 7810 8652 9478 10353
287 ri 2180 3057 3879 4633 5401 6195 6981 7827 8657 9495 10359
296 1233 2182 306t 3880 4636 5498 6198 6989 7838 8669 9506 10364
301 1234 2195 3080 3890 4637 5419 6199 7001 7844 8671 9522 10372
305 1245 .2305 3083 3903 4661 5423 6202 7003 7853 8680 9531 10375
.tit* 1249 2237 3089 3906 •1666 5429 6213 7006 7858 8686 9534 10385
315 1266 3094 3923 4674 5435 6220 7015 7866 8687 9540 10394
322 1274 22S'i 3099 3926 4687 5439 6232 7016 7873 8694 9545 10405
323 1284 2260 3103 3931 4688 5445 6240 7021 7876 8704 9549 10407
327 1286 2262 3103 3936 •1697 5459 6242 7026 7878 8719 9550 10408
333 1288 2285 3114 3937 4702 5470 6252 7030 7884 8735 9552 10424
341 1292 2271 3119 3942 1711 5474 6253 7039 7887 8743 9563 10429
371 1307 2272 3123 3947 1715 5489

5517
6258 7044 7888 8751 9571 10432

MW nos 2231 3129 3953 4719 6259 7072 7890 8755 9580 10453
383 1323 2291 31-10 3964 4732 S532 6261 7080 7892

7896
8761 9S8B 10455

391 1323 2301 3155 3965 4743 5537 6267 7089 87*55 9609 10459
392 1330 2306 3156 3972 4745 5541 6269 7095 7900 8771 9621 10481
•113 1.338 2312 3158 3975 •1749 5512 6274 7099 7910 8780 9632 10486
433 1344 2313 3159 3982 475S 5553 6279 7110 7914 8731 9635 10489
4-14 1345 2316 3165 3983 1757 5553 6285 7114 7919 8784 9638 I049S
4*7 1355 23-11 3167 3993 4767 5579 6296 7122 7936 8787 9649 10499
wa 1368 2342 317 4 tool 4769 5583 6309 7126 7941 8790 9650 10503
479 1373 2347 3182 4014 •1770 5507 6311 7143 7952 8800 9652 10504
484 1378 23SI 3203 4028 4772 5605 6315 7144 7963 9658 10510
498 1383 23SS 3206 4030 4782 5616 6330 7145 7964 8806 9672 10548
502 1398 2360 3214 4034 4787 5637 6332 7155 7982 8818 9685 10551
510 1 113 2376 3220 -1043 1791 5639 6333 7157 7987 8825 9687
512 U24 2392 3233 1056 4707 56-18 6343 7166 7992 8827 9696 10567
sir 1463 2398 3236 1058 4799 5660 6360 7167 7999 885 £ 9701 10576
52-1 1471 2401 3237 4061 4800 5661 6364 7169 8000 9712 10577
570 1192 2428 3245 4067

4076
1802 5662 6367 7183 8001 8875 9715 10582

S9*J 1195 2130 3250 4805 5670 6378 7187 8004 8878 9721 10583
604 1510 2440 3251 •1084 •1830 5676 6381 7203 8005 8888 9722 10585
607 1516 2445 3257 4089 4839 5677 6388 7226 8013 8891 9771 10588
614 1521 2156 3259 4092 4844 5703 6389 7230 8016 8893 9777 10589
633 1525 2461 3261 4099 4*49 5705 6393 7240 8020 8895 9782 10592
'37 1533 2-184 3263 4104 4853 5713

5717
6408 7243 8037 8903 9797 10593

65

1

1535 2485 3268 4107 1857 6420 7244 8038 8911 9799 (0596
655 1541 2186 3279 1108 •1861 5720 6421 7249 3045 10608
662 1551 2491 3281 4109 1870 5724 SI27 7257 8056 8926 Ttw 10612
671 1554 2497 3283 4115 4875 5734 6429 7259 8079 8931 9814 10636
675 1S39 2498 3287 411

6

4882 5737 6437 7268 8080 8932 9820 10637
681 1561 2501 3301 -1136 1900 5742 6144 7279 8082 8934 9627 10639
701 1573 2512 3303 4144 4902 5757 6150 7280 8085 8935 9864 10641
702 1591 2518 3307 4151 4906 5758 6458 7302 8089 8936 9868 10648
708 1593 2525 3312 4153 4907 5767 6475 7306 8117 8944 9870 106S1
709 1607 2527 3315 4160 4911 5769 6527 7308 8122 8946 9874 10653
710 1617 2529 3329 4161 1918 5770 6531 7312 8124 8951 9675 10667
719 1630 2534 3344 4166 4933 5773 6533 7338 814! 8965 9681 10668
731 1605 2551 33-19 4170 1944 5791 6534 7345 8147 8975 9889 10674
736 1666 2563 3353 1172 1949 5792 6543 7353 8150 8979 9894 10680
738 1678 2568 3373

•1392

1184 4954 5796 6SI5 7354 8154 8931 9905 10689
742 1680 2579 4194 4955 5810 6546 7355 8156 8986 9906 10696
743 1704 2583 2402 4196 •1956 5811 6559 7361 8163 8989 9909 10697
763 1722 2587 3JOS 421)3 4958 5816 6561 7373 8164 8991 9914 10699
782 1724 26f 7 it 15 4204 4964 5817 6563 7380 8172 9022 99(5 10707
787 1729 2622 3421 4207 4968 5625 6570 7382 8174 9031 9920 10731
807 1739 263-1 3-123 4212 •1975 5847 6574 7384 8178 9047 9924 10738
831 1746 2651 3432 4220 4980 5848 6576 7403 818-1 9048 9928 10742
83b its; 2632 3136 4224 4981 5856 6578 7-123 8187 9059 9930 1C747
846 1757 2653 3439 4232 4988 5866 6594 7425 8196 9061 9933 10766
347 1770 2658 3448 4237 4992 5868 6595 7434 8197 9063 9944 10771
873 l a a 4 2666 3459 4238 1994 5877 6596 7446 8207 9072 9945 10786
874 1776 2672 3t7S 4239 4999 5878 6597 7453 8219 9073 9947
886 1730 2677 3486 1251 5002 5881 6613 7473 8235 9075 9966
saa I7S1 2709 3492 4256 5012 6886 6618 7478 8250 9077 9970
894 1793 2714 3495 4259 5018 5890 6621 7479 8256 9078 9982
896 1799 2716 3500 4263 5026 5893 6622 7490 8262 9093 9984
902 1800 2723 3506 4267 5027 5908 6623 7499 8267 9129 9936
914 1805 2724 3512 1273 5039 5910 6625 7501 8268 9131 9996
917 1809 2736 3515 4275 5058 5914 6633 7503 8282 9132 10001
922 1413 2750 3523 •1290 5063 5922 663S 7504 8285 9146 10005
930 1332 2752 3531 •1303 5070 5924 6639 7508 8287 9147 10012
933 1364 27SS 3534 4309 5081 5927 6641 7512 8289 9151 10*115

946 1881 2759 3538 4310 5093 5931 66-14 7528 8293 9154 10026
949 1835 2766 3541! 4317 S094 5934 6660 7539 8294 9159 10030
954 1889 2769 3543 4324 5095 5936 6662 7543 8320 9166 10042
967 1891 2774 3548 4338 5096 5942 6666 7551 8333 9169 10045
968 2775 3552 4341 5100 5945 6670 7553 8339 9174 10051
971 2799 3561 4343 5107 6950 6671 7554 8352 9178 10058
984 2801 3564 4364 5109 5957 6675 7555 8358 9187 10073
986 1939 2821 3586 4365 SI 15 5976 6680 7559 8377 9208 10091
998 2323 3589 4370 5126 5984 6683 7568 8378 9209 10098
1001 19-14 2824 3590 4374 5128 6000 6687 7575 8385 9211 10103

Payment of the redemption price will be made against surrender of the Bonds in the

manner provided in the Conditions oftfae Bonds at any of the following Paying Agents:

The Bank ofTokyo Trust Company The Industrial Bank ofJapan Trust Company
One State Street

New York, NY 10004
100 Broadway

New York. NY 1UOOS

The Bank ofTokyo, Ltd.

l<8. RueSainle-Annc.
75001 Paris

The Bank of Tokyo. Ltd.

Avenue dea Arts 58 BTE 1

,

1040 Brussels

Bank ofTokyo I Switzerland 1 Ltd.

Bdhnhofpbtz l,

8023 Zurich

The Industrial Bank ofJapan, Limited
Bracken House, One Friday Street

London EC4M9JA

The Industrial Bank ofJapan 1 Luxembourg} S.A.

6. Rue Jean Monnet, P.O. Box 68 A
L-2010 Luxembourg

[ndustriebank von Japan (Deutschland) A.G.

Niedenau 13-19.

6000 Fmnkfurt/Main

All Bonds to be redeemed should be presented for payment together with oil coupons
appertaining thereto maturing on or after 22nd November. 1994 (ailing which the
amount of any missing unmatured coupon will be deducted from the sum due for

payment and will be payable as provided in the Conditions ofthe Bonds. Interest on the
Bonds to be redeemed will cease to accrue thereon from 22nd November. 1993. The
coupon for 22nd November. L993 should be detached and surrendered for payment in
the usual manner.
Payment pursuant to the presentation of Bonds for redemption within New York.

New York, or other payment made within the United States, including a payment made
by transfer to a United States Jollar account maintained by the payee with a bonk in the
United States, may be subject to reporting to the United States Internal Revenue
Service | IRS ) and to backup withholding of31% of the gross proceeds ifa payee foils to

prvviJe lbc paying agent with an executed IRS Form W-8 Jn the case ofa non-LLS.
person or an executed IRS Form W-9 in the case ofa U.S. person. Those holders who
arc required to provide their correct taxpayer identification number and who foil to do
so may also lx? subject to an IRS penalty of US. $50. Accordingly, please provide all

appropriate certification when presenting the Bonds for payment.

THE INDUSTRIAL BANK OF JAPAN TRUST COMPANY
as FocalAgent

Dated: October 21, 1993

aThe first year we eame

turnover was 34%fap
onthepreviousydar.”
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RELOCATING TO WIGAN
MOULD BE YOUR BESTBET. FIND OUT VCTfY,

CALL UNDA COB ON 0800 220908
ORSEND THECOUPON.
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Appear in the

Financial Times on

Tuesdays, Fridays and

Saturdays.

For further information

or to advertise in this

section please contact

Karl Loynton on

071 873 4780

or

Melanie Miles

071 873 3308
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MEWS: WORLD TRADE

European court rules to prevent sales of bootleg recordings

Phil Collins wins court case
By Michael Skapinker, Leisure

Industries Correspondent

putt, Collins, the British rock

performer, yesterday won the

backing of the European Court

of Justice in his attempt to pre-

vent the sale in Germany of

unauthorised recordings of his

music.

The court in Luxembourg
held that the non-discrimina-

tion provisions of the EC
Treaty meant that Germany
had to grant copyright protec-

tion to all Community citizens

and not just to its own nation-

als.

The case arose from an
unauthorised recording of a
Phil Collins concert in Calif-

ornia in 1983. The recording

was made on a cassette tape

recorder. It was used to make
bootleg vinyl records, cassette

tapes and compact discs which
were sold through legitimate

retail outlets in Germany.
Phil Collins asked a Munich

court to allow him to take

action against the recording

company, Imtrat Handeisge-

sellschaft. German copyright

nctaRlOpva

Phil Collins: yesterday’s decision is seen as a ‘landmark ruling*

law would have allowed a Ger-

man performer to prevent the

distribution of unauthorised
recordings.

The Munich court referred

the case to the European Court
for an adjudication on whether

EC law required the protection

to be extended to other Com-
munity nationals as welL The
Luxembourg court held that it

did.

Warner Germany, Phil Col-

lins’s record company, said

yesterday's ruling should

result in revalues from pirate

recordings in the country

being halved Sum their cur-

rent level of DM200el The

company said DMB5m of unau-

thorised sales come from boot-

leg recordings made at live per-

formances, The remainder of

the pirate market consists of

unauthorised copies of legiti-

mate albums, as well as paral-

lel imports.

Warner said it had decided

not to put pressure on retailers

to stop selling the recordings

until the European court rul-

ing was announced. It said the

decision ended a period of

uncertainty for German music

outlets and it expected that

they would comply with iL

The International Federation

of the Phonographic Industry,

which represents record com-
panies worldwide, said the Col-

lins derision was a landmark
ruling'*.

It added: “This effectively

closes a gap in EC legal protec-

tion. This gives artists the

right to say if and how their

recordings are released."

Minister

champions
BAe deal
By Daniel Green in Taipei

MR John Cahill, chairman of

British Aerospace, will today
meet representatives of Taiwan
Aerospace Corporation (TAC)
in an attempt to restart stalled

talks on a joint venture to

build regional jet aircraft

Mr Richard Needham, the
UK trade minister, who is in

Taiwan as part of an east

Asian tour wtii also discuss the
venture with Mr Yang Shih-
chien, the vice-minister of eco-

nomic aflairs and the politician

most closely associated with
the proposed deal. Mr Need-
ham yesterday met Mr Hsu LI-

Teh, the vice-premier, who
repeated his government's
backing of the deaL

Failure of the venture would
be a blow to Mr Cahill’s plans
to improve BAe's performance.

The company has not made a
full-year pre-tax profit since
1990. In addition, about 3,000

jobs in the UK would be put at

risk.

Taiwan wants the joint ven-

ture as part of an industrial

policy to bring the island's

industries into the civil avia-

tion sector.

The previous round of talks

broke up last month with both
sides disagreeing on the
long-term strategy of the ven-

ture. called Avro.

Both TAC and the govern-
ment's representatives this
week repeated that progress
depended on a commitment
that Avro would develop a new
generation of regional jets,

called the RJ-X.
BAe says more research is

needed to discover whether
this $lj5bn (£lbn) programme
can be justified.

for an adjudication on whether tins s record company, said recordings are released.

India’s trade regime too

complex, says Gatt report
By Frances Wnnams in Geneva market forces" and mark a tariff lines and almost all con-

sharp departure from India’s sinner goods, also comes in for

By Frances WDQams in Geneva

INDIA'S bold economic reform
programme which started in
1991 has already begun to pay
off in improved competitive-
ness at home and abroad, but
its trade regime remains com-
plex, distorted and difficult for

traders to fathom, the General
Agreement on Tariffs and
Trade says in a report pub-
lished yesterday

The Indian government is

urged to pursue lower and
more uniform tariffs, scrap
import licensing and tackle the
“still significant" anti-export

bias of trade policy.

The report says the 1991
reforms, in the wake of an eco-

nomic crisis, reflect “a para-

digm shift away from economic
intervention towards greater
reliance on the interplay of

market forces" and mark a
sharp departure from India's

previous almost closed trade
regime.

Maximum tariffs have been
sliced from 355 per cent to 85
per cent in 1993 and will be
lowered to 50 per cent fay 1097.

However, the maximum tariff

continues to apply to about a
quarter of tariff lines, with the
result that the average tariff

has fallen less dramatically to

71 per cent from 125 per cent in

1990-91.

Gatt says tariffs have
become more dispersed and
their structure remains compli-

cated and non-transparent.
India has “bound" (agreed not
to raise) fewer than 1 per cent
of its tariffs under Gatt

India’s system of discretion-

ary import licensing, which
still affects over one-third of

tariff lines and almost all con-

sumer goods, also comes in for

criticism from Gatt.

• The European Community
has failed to include any reduc-

tions in its high duties on fish

imports in its latest market
access offer circulated this

week to trading partners in the
Uruguay Round of trade liber-

alisation talks.

The omission, which on
some estimates covers over
half the EC’s peak tariffs

(duties over 15 per cent), sits

oddly with the EC’s insistence

that the leading traders should
slash most peak tariffs by half.

Embarrassed EC negotiators,

said yesterday that Brussels
was prepared to negotiate
lower tariffs against satisfac-

tory access arrangements to
foreign fishing grounds where
these did not already exist.

Cairns group warns France
By David Buchan in Paris

FRANCE will carry the blame if Gatt
negotiations founder on its attempt to revise

Europe’s form trade agreement with the US.
according to Senator Peter Cook. Australia's
trade minister and leader of the Cairns group of
14 food-exporting countries,

Mr Cook, together with Thai and Argentine
ministers, had a meeting yesterday with Mr
Gerard Longuet, France’s trade and industry
minister, in an attempt to put the Cairns
group's views directly to Paris.
He declined to comment on the possibility of

Cairns countries boycotting French produce if
Paris was seen to have wrecked the Uruguay
Round.
But the minister warned that “any further

dilution” of the EC-US form trade accord - the
so-called Blair House deal - “would be unac-
ceptable" to the group. He said many in the

group had “only reluctantly" acquiesced in the
Dunkel draft, which called for a 24 per cent cut
in the volume of subsidised form exports over
six years, while Blair House had already
watered this reduction down to 21 per
cent
The Cairns group would only deride to accept

Blair House as the basis for a Gatt settlement
when it had seen what offers the leading
Gatt participants had made to open their mar-
kets.

Dr Supachai Panitchpakdi, Thailand’s deputy
prime minister, stressed that developing coun-
tries needed compensation in extra earnings
from agriculture if they were to open up their
service sectors.

Mr Felipe Sola, Argentina’s agriculture minis-
ter, deplored the way the EC had over the past
20 years cut back on its food imports, while
countries like Argentina had increased their
purchases of EC farm products.

US renews calls

for Japan to

open car market

Anglo-US
group in

German
coal deal
By Judy Dempsey In Botin

THE Treuhand privatisation

agency has secured one of the

largest investments in eastern

Germany after an Anglo-Amer-

ican energy consortium

accepted the agency's final

offer for the country’s second

largest brown coal field.
~

The commercial agreement,

which an investment of

DM670m (£27Z8m) for MitteL

deutsche Braunkohle, or

Mibrag, was signed between

the Treuhand and Britain's

PowerGen, NRG of Minnea-

polis and Morrison-Knnrtsen of

Idaho earlier this week. The
consortium is now poised to

break into eastern Germany's

highly regulated energy indus-

try after 18 months of negotia-

tions.

“There are no hiccups left

We can now wrap up the con-

tract," said a consortium nego-

tiator. “We have finally closed

the commercial side of the

agreement for Mibrag," said an
official from Morrison-Knud-

sen.

The consortium, which
expects to start mining
operations in the Mibrag lig-

nite fields in January, reached

agreement despite Last minute

concerns from PowerGen about .

whether energy consumption -

levels in eastern Germany
would be sufficient to corsume
Mibrag’s annual 15m-17m
tonnes. At one stage, there

were fears that PowerGen
would pull out of the deal com-
pletely even though Its two US
partners, particularly NRG, -

were keen to conclude the %
negotiations.

Last week, the Anglo-

Americans acquired a 40 par

cent stake in a power generat-

ing plant at Schkopau, in
Saxony-Anhalt which will be
fuelled by Mibrag:

The DM670m investments,
which will be spread over sev-

eral years, will be targeted on
one section of the giant Mibrag
mining complex which the con-

sortium wiQ own. A Treuhand
officials said that under the
terms of the contract, the
Anglo-Americans will initially

guarantee 4£L0 jobs. That fig-

ure will be reduced to 2.700 by
1995 and will then stabilise at
2,300 employees the following
year.

“We are not only pleased
about the level of investments,
and the structure of employ-
ment," said the official. “But
we are also getting a terrific

amount of management exper-
rise in an industry which can, ^
and will be, much more com-
petitive." he added.

He conceded jlowever that -

the kind of contracts agreed for
Mibrag has set a crucial prece-

.

dent for the privatisation of
Laubag, eastern Germany’s
other brown coal fields in the
state of Brandenburg. A con-
sortium, led by Rheinbraun,
the brown coal subsidiary of
RWE, Germany's largest utility

company, is negotiating to boy
it from the Treuhand.

By Michiyo Nakamoto
in Tokyo

JAPAN came under renewed
pressure from the US yester-
day to expand access for for-

eign-made care and car parts
by setting targets that would
serve as a measure of progress
in opening its markets.
In the first of a series of

negotiations on the vehicle
trade, the US presented Japan
with specific proposals. US and
Japanese officials declined to
specify what these were, but
there were suggestions the US
proposals on measurable tar-

gets would not be acceptable to
the Japanese.

A senior Japanese official
said the US plans "go beyond
the scope and ability of the
government" and called for
“excessive intervention by the
government in private busi-
ness". The Japanese govern-
ment believed quantitative tar-

gets ran counter to the
principle of a free market and
could not promise that the tar-

gets would be met. the official

said.

“In the end it is the con-
sumer that makes the choice."
he said.

Japan proposed that objec-
tive criteria to assess progress
in market access could include
marketing efforts by foreign
parts suppliers, attempts made
to build up after-service net-
works and the overall competi-
tiveness of the industry. For-
eign carmakers' product
development efforts to meet
Japanese consumers’ prefer-

ences and attempts to build up
dealerships and sales could
also be assessed.

The calls on Japan to set
quantifiable targets were not
restricted to US government
oScials. They were supported
by representatives of the big
three US carmakers in Japan
for the Tokyo motor show.
Mr Robert Lutz, president

and chief operating officer of
Chrysler, described the Japa-
nese market as having “ves-
tiges of a fortress mentality."
and emphasised Ms support for
“firm targets to reduce the
chronic bilateral trade imbal-
ance between the US and
Japan, and to open up the Jap-
anese market once and for all".

Mr Lutz pointed to restric-

tive regulations, a distribution
system that required the use of
expensive middlemen, and
high real estate prices as key
factors which had kept the Jap-
anese market closed to foreign
carmakers.

“We should not be presented
with an obscene financial hur-
dle just to be able to sell care
here." Mr Lutz said.

Despite years of talking, the
situation had not improved sig-
nificantly for foreign car-
makers, which had only 22 per
cent of the market, he noted.

Without improving the
imbalance in cars and car
parts, which accounted for
more than two-thirds of the US
trade deficit with Japan, “seri-
ous trade frictions between the
US and Japan are all but inevi-
table."
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India records sharp
increase in exports
By Stefan Wagstyi
in New Delhi

JNDIA’S exports rose 2-L3 per
cent to $8.7bn in the five
months to August, raising
hopes the country’s wide-rang-
ing economic liberalisation is
starting to produce results.
The sharp rise in the first

five months of the 1993-94
financial year contrasts with a
sluggish 3.6 per cent rise in
1992-93, according to the gov-
ernment’s monthly economic
report published yesterday.
The strong export perfor-

.
maxtce is helping to push
iDdia’s foreign exchange
reserves to record levels: at the
end of September they stood at
$7.6bn compared with just over
flbn In mtd-1991 when the gov-
ernment of Mr P V Narasimha
Rao, the prime minister,
launched its restructuring pro-
gramme amid a balance of pay-
ments crisis.

The reserves are so high that
India, which was bailed out in
1991 with loans from the Inter-
national Monetary Fund, has
for the moment delayed enter-
ing, into a new medium-term
IMF borrowing programme.
Weak imports are contribut-

ing to the reserve position.
Imports in the first five
months of 1993-94 fell 3.7 per

India

Foreign exchange holding,

8 >- —
Total exports (Sbn)

2.5

1891 92
Sounea Dmastraam

cent to $84bn, leaving a trade
deficit of just S255m, against
®3bn for the same period last
year.

The decline in imports
reflects continuing weak
demand in heavy Industry, bit
by a fall in sales to state-owned
enterprises, which are suffer-

ing because subsidies are being
cut under the reform pro-
gramme. Meanwhile, with
industrialists uncertain about
the long-term effects of liberal-

isation, private sector demand
is showing little sign or recov-
ering. Industrial production in
the first three months of the
financial year rose 02 per cent
Economists puzzled by the

*

World Bank set

to publicise

Nigeria finances
By Paul Adams in Abuja,

Nigeria

THE WORLD BANK is to make
public for the first time a
detailed analysis of Nigeria’s

government finances after the
two-week visit of experts
which began on Tuesday.
But talks on the medium-

term economic programme
leading to possible debt relief

remain suspended until the
government brings oil reve-

nues and public spending
under control
The team will present to

1

Nigeria’s interim government a
post-mortem on the eight-year

structural adjustment pro-

gramme (SAP) ami a proposed
strategy to ofiset the fluctuat-

ing value of oil exports, which
account for more than 80 per

cent of its foreign exchange.
New rules at the bank will

allow publication of these
reports by December. A 1991

report by the World Bank's
Nigeria office exposed the lack

of accountability in govern-
ment finances but was not pub-

lished.

The SAP stalled half-way to

a liberalisation of trade and
industry but failed to boost

non-oil exports, while the .stan-

dard of living and the value of

the naira plunged and inflation

reached 70 per cent due to
diversion of government oU
revenue.

The 1993 budget sought to

cut Nigeria's debt servicer
which is equivalent to 30 per
cent of earnings, and to pro-

duce a budget deficit of aronnd
$1.4bn.

However, the drop in the oil

price has worsened the balance

of payments and the budget
deficit was estimated at gl2bn
by the end of June.

Arrears on payments to the
Paris Club of creditors have
xlsep toabout $4bn and negoti-

ations in April with the Inter-

national Monetary Fund over a
medium-term programme
ended in failure.

Mr Ernest Shonekan, the
head of the new interim gov-

ernment, has pledged a new
era of accountable government
and a purge on corruption.

However, since he took office

there has been no more disclo-

sure of public finances than
under the former president,

General Ibrahim Babangida,
who retired at the end of
August
Nigeria is no nearer to a deal

with the official creditors than
in January, when Mr Shone-
kan led the military regime's

bid to reschedule its $27bn
external debt

China stresses

‘strong desire’

for HK accord
By Simon Hoberion and
Alexander NIcofHn Bering

CHINA yesterday stated its

strong desire to reach an agree-

ment .with Britain on Hong
Kong, as negotiators met in

Beijing for the 14th round of

talks on the colony's political

development
Mr La Ping, director of Chi-

La Ping: “We want an accord

- it’s good for HongKong a*

well as China and Britain

nese government’s Hong Kong

and Macao Affairs Office, said

In an interview with the Finan-

cial Times: “We very much

want to have an agreement,

it’s good for Hong Kong as well

as China and Britain-"

China recognised that both

sides would need to make con-

cessions to reach an a£r®®*

ment. “In diplomatic talks

there should always be mutual

compromise,” he added.

British and Hong Kong offi-

cials would not comment on
the latest round of negotiations

which are due to end today.

But they have seen little evi-

dence of a change In the

Chinese position indicating

a desire to reach swift

agreement.
Mr Lu said wide differences

remained on both main areas

of dispute: the socalled “func-

tional constituencies” which

make up a part of Hong Kong’s

60-strong Legislative Council,

and an “election committee”
that will elect 10 members in

1995.

He attributed the lack of

progress to a fundamental dif-

ference of approach. Britain

wished to secure agreement on

the “through train,” a guaran-

tee China would not dismantle

pre-1997 political arrangements

after its takeover in that year,

before agreeing to the details

of the 1995 polls.

China, on the other hand,

wanted to settle the details of

the election arrangements in

1994 and 1995 before agreeing

to the “through train."

“The reason we agreed to

hold talks is precisely because

we want to have a ‘through

train’ Mr Lu said. “We are

folly for it but our desire is

that we must first talk about

the train itself. If we do not

agree on that; the train cannot

go through-"

Mr Lu said China planned no

changes in Hong Kong’s basic

liberties, such as freedom of

the press, the role of law and

freedom of religious belief.

appareut failure of export
growth to generate more
overall industrial growth
believe the reason may be
that the industrial production
statistics exaggerate the impor-
tance of large companies in
heavy industry; much of the
export growth has come from
small companies In industries

such as garment-making, jew-
ellery and engineering compo-
nents.

• Indian forces fired tear gas
and swung truncheons yester-

day to disperse Moslem demon-
strators supporting insurgents
besieged inside Kashmir’s holi-

est Islamic shrine, AP reports

from Srinagar.

Query over Pakistan’s quiet revolution
Architect of reform hopes Bhutto will safeguard his work, Farhan Bokhari writes

B EARDED men in tradi-

tional clothes and
armed with sophisti-

cated assault rifles stood guard
outside the parliament build-

ing in Islamabad this week, to

protect their powerful tribal

leader who was about to take

oath as a member.
The guards were a stark

reminder of the influence of
tribal and feudal values in
Pakistani politics and the econ-
omy, but never before have
those values come under such
intense pressure as in the past

three months.
Because of an aggressive

campaign of unpopular eco-
nomic reforms which have
tried to clamp down on power-
fill interests, many Pakistanis

are hoping a turnaround will

occur in their country's eco-
nomic fate.

The architect of the reform
programme has been Mr
Moeen Qureshi, the former
prime minister, who stepped
down on Tuesday after hand-
ing over power to Ms Benazir
Bhutto. For many Pakistanis

looking at the future of their

country, the key test for the
new government is the extent
to which the reforms will sur-

vive.

By any standard, Mr Qure-
shi’s programme has been as
unusual as his own back-
ground. His three decades of

work experience with the

International Monetary Fund
and the World Bank kept him
away from his country as well

as Its influences. When he was
appointed Prime Minister in

July he brought a fresh insight

For the first time
in Pakistan’s

history, the new
government is

left with virtually

no patronage
that could be
used to attract

new political

allies or to tame
critics

to many of the chronic prob-

lems which previous govern-
ments failed to resolve because
of reluctance to confront pow-
erful interests.

During his brief tenure. Mr
Qureshi moved fast to intro-

duce unpopular measures such
as taxing previously immune
and politically powerful rich
landowners.

He also began a large-scale

campaign to recover outstand-

ing bank loans and unpaid util-

ity bills, changed the tax col-

lection network to increase

government revenues and
eliminated special government
quotas which allowed elected
politicians to allot valuable
government land at throwaway
prices.

He also finalised a three-year
tariff reform programme which
aims to eliminate at least some
of the smuggling activities,

estimated to be worth at least

Rupees lOObn (£2.lbn)a year.
As a result, for the first time

in Pakistan’s history, the new
government is left with virtu-

ally no patronage that could be
used to attract new pcritical
allies or tame critics.

“The most important reforms
aim at good governance. I feel

that this country has been run
previously by governments
that have had almost feudal
characteristics. It’s not the
fault of any particular govern-

ment, it’s the system that has
evolved in that way, and public
resources, public assets, have
been used a means of political

patronage,” Mr Qureshi said in

an interview.

I
f “we’ve got to build a
healthy democratic system,

then the people must
expect that their rulers are in

fact their servants rather than

their authoritarian rulers.” he
added.

Mr Qureshi remains hopeful

that his programme will

MOEEN QtJRESHL his

programme has been as
unusual as his background

remain on course, largely
because both Ms Bhutto and
Mr Nawaz Sharif - the two
front-runners In the electoral

race - had assured him they
agreed with the broad thrust of
the plans.

In addition, continuing with
the reform programme would
allow future governments to

benefit from larger revenues
while laying the responsibility

for unpopular measures on Mr
Qureshi’s shoulders.

The reforms have alsn been
acclaimed by the IMF and the
World Bank. One sign of that

acknowledgment has been the

recent approval of a $277m
(£l83.4m) standby IMF loan.
Mr Qureshi is confident the

new government can also get
up to $l-2bn in extra IMF fund-
ing over the next three years if

a commitment is made to keep
the reforms on track.
Ms Bhutto’s government has

yet to come out clearly on its

future economic policies .

Some officials are concerned
over her statements on the
campaign trail that she would
review the new agriculture
taxes.

But it is not yet clear if such
a policy reversal, which may
well have been part of the elec-

toral rhetoric, could be made
in face of criticism from Pakis-

tan’s multilateral and bilateral

aid donors.
Mr Qureshi hopes public

opinion will play an important
role in protecting his initia-

tives.

“1 don’t think that some of
our fundamental reforms, par-

ticularly in so far as good gov-
ernance is concerned, can fall

apart, because they are really

based on awakening the con-
science of the people.” Mr Qur-
eshi declares.

“I believe that the Pakistani

public is much more conscious
and much more sensitive now
about the misuse of power and
authority in government and
about its use for political pur-

poses.”
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Government
loses Japan
history case
By WlTHam Dawkins fn Tokyo

THE JAPANESE education
ministry went too far in exer-

cising a controversial legal

right to censor school history

textbooks, the Tokyo high
court ruled yesterday.

The court awarded Y300.000

(£1,866) compensation to a pro-

fessor at the former Tokyo Uni-

versity of Education, Mr
Saburo Ienaga, who had chal-

lenged government changes to

parts of a history text he wrote
31 years ago.

His book, a New Japanese
History, had offended the edu-
cation ministry with its blunt

accounts of Japan's aggression

in Asia. A series of legal bat-

tles over the years by Mr len-

aga, 80, have become a symbol
of Japan’s uncomfortable inter-

nal debate over its responsibili-

ties in the second world war.

His campaign has been given
wider relevance by the recent

apologies by Mr Morihiro Hoso-
kawa, the new prime minister,

for Japan’s war-time record.

Mr Hosokawa’s apologies have
drawn bitter criticism from the

nationalist wing of the opposi-

tion Liberal Democratic Party.

Mr Masatoshi Kawakami, the

presiding high court judge, yes-

terday upheld the ministry’s

right to censor history text-

books. but said it had acted

unreasonably in demanding
that Mr Ienaga rewrite three

out of eight passages cited in

the case. An account of the

1937 Nanking massacre was
among the passages that

should not have been censored,

he said. Mr Kawakami upheld
the education ministry's right

to change five other passages,

on the grounds that it was “not

recommendable" for a textbook
to contain negative judgments
about Japan -when such nega-
tive judgments are not estab-

lished".

Japan's supreme court
apparently put an end to Mr
Ienaga's campaign only last

March, when it ruled that the
education ministry had the
right to ask for changes or dis-

qualify textbooks from school
lists on “reasonable grounds".

Yesterday's ruling showed
“some progress", said Mr Ien-

aga. However, he said he
would take the case, his third,

on to the supreme court.

Japan's top legal authority.

Israelis, Palestinians split on economic policy
' ht«ic nhflCMi DUt.

By Julian Ozanne in Jerusalem

DEEP divisions are emerging

between Palestinians and
Israelis over economic policy,

the lifting of the Arab eco-

nomic boycott of Israel and the

trade regime which will exist

between the two sides.

At the heart of the disagree-

ment is an Israeli demand that

the Palestinians harmonise

their tax and customs regime

with the high levels in force in

Israel, which reflect Israel’s

protection policies and the gov-

ernment's need to raise sub-

stantial revenues to meet its

public expenditure.

Israel is hoping for the cre-

ation of a customs union which

would develop into an eco-

nomic confederation between
Israel. Jordan and the Palestin-

ian entity. The Palestinians

firmly reject the idea of a cus-

toms union.
They also believe it is too

Israel and Palestinian negotiators resumed detailed talks

on implementing a framework peace accord yesterday focusing

on Israel’s security demands and Palestinian calls for release

ofup to 12.000 political prisoners, Julian Ozanne writes.

At the same time, Mr Dennis Ross, US coordinator for

Middle East peace talks arrived in Jerusalem from Jordan

for talks with Mr Yitzhak Rabin, Israel's prime minister

and Mr Shimon Peres. Israeli foreign minister.

Mr Ross is touring tile region to help consolidate the accord,

to prepare for an early November visit by Mr Warren

Christopher, OS secretary of state, and to try to broker progress

on stalled talks between Israel and Syria. Before leaving

Amman he said the US could support secret talks between

Jerusalem and Damascus to break the deadlock.

Mr Rabin, however, said yesterday Syria had yet to offer

a version of peace which he could trust and Syrian newspapers

said Mr Boss’ visit to Damascus today was unlikely to provide

a breakthrough.

early to call for the suspension

of the Arab boycott against

Israel, which Jerusalem feels it

should have in return for tak-

ing a big step towards peace,

and say a more comprehensive

regional agreement and details

of the Palestinian interim

period of self-government must
be finalised first

The divisions were high-
lighted yesterday at a joint
press conference by Mr Samir
Abdallah, director of the Pales-

tinian delegation to the multi-

lateral talks on economic mat-

ters. and Mr Dan Proper. Presi-

dent of the Israeli Manufactur-

ers’ Association.

The Palestinians feel that a

customs union would drag

them into protectionism and

excessive taxation, making

goods too expensive for Pales-

tinians who have a per capita

income less than 20 per cent of

Israel’s.

Mr Abdallah said the Pales-

tinians wanted the terms of

trade between the occupied ter-

ritories and Israel to be

changed to free and open

movement of goods and people,

and more competition. The Pal-

estinians opposed a customs

union because of the different

structure and priorities of the

two economies, and wanted to

develop freely their external

trade relations. Israel, he
added, would have to work
hard to reduce its costs of pro-

duction.

The Israelis have warned

that unless there is a customs

union Israel would have to con-

sider border controls to stop

the movement and smuggling

of cheap goods from the fjales-

tjnian economy Into Israel, u

you create different levels of

customs and taxes you will be

creating borders and controls

where the difference will have

to be paid and where Israel

would have to stop the free

flow of goods," Mr Proper said.

One area affected by the dis-

pute is agriculture. Mr Proper

said a three-year sliding scale

of quantitative curbs on

exports of Palestinian agricul-

tural produce into Israel would

have to be brought in. espe-

cially in eggs and poultry, live-

stock and some vegetables, to

protect Israeli producers.

The European Community
could help to provide open

markets for Palestinian agri-

cultural products during the

three-yaar period while protec-

tion was phased out.

Mr Abdallah warned that

Israeli curbs on Palestinian

agricultural exports would pro-

voke reciprocal protection

arrangements on industrial

products. . . ...
The Palestinians had decided

to introduce the Jordanian,

dinar as legal tender in the Pal-

estinian entity to insulate it

against the depreciation of the

Israeli shekel and against

Israeli inflation, currently U)

per emit
'

-

They wanted to pursue a

“liberal" monetary account,

similar to the Ecu, as a way of

issuing bonds to mobilise Pat.

est inian financial resources,

but believed it was too early to

;

re-introduce the Palestinian

currency as a means of

exchange.
Mr Proper said that once eco-

nomic issues were solved, a

Middle East trading bloc of

200m people lay ahead.

Philippines sell-off continues

Nomura investor

sues executives
By Emiko Terazono in Tokyo

A SHAREHOLDER of Nomura
Securities yesterday filed a
suit against its executives for

losses incurred in allegedly
improper sales of its invest-

ment products. Corporate
executives are facing a rush of
lawsuits after changes to the

Commercial Code eased costs

for shareholder litigants.

Earlier, shareholders of

Hazama construction company
filed an action against its exec-

utives for Y99m (£620,000).

Executives at Janome, a sew-

ing machine maker, are also

being sued.

Mr Nobuo Kameda is

demanding that 58 Nomura
directors, including former
executives, pay Y23.5bn in

damages to the brokerage
house. He claims they are
responsible for the brokerage's

compensation to investors of

losses from US mortgage
backed securities.

Nomura posted Y22.5bn In

special losses due to compen-
sation payments made to
investors claiming risks in
buying the products were not
Properly explained by Nomura
sales staff, ft is uncertain how
far courts will back sharehold-

ers.

By Jose Galang in Man3a

THE Philippines government
is determined to pursue
privatisation plans for Petron

Corporation, the state-owned
market leader in the petroleum
refining and marketing busi-

ness, despite opposition from
a number of Congress mem-
bers.

Philippine National Oil Com-
pany (PNOC), the state-owned

energy group, has issued invi-

tations for tenders for 40 per
cent of Petron. which is among
the most attractive assets the

government has lined up for

privatisation.

British Petroleum, Aramco
of Saudi Arabia and Petronas
have all shown an interest

Plans for privatisation date

back to 1986 but little progress

has been made on most of the
main items, although last year

the auction of 67 per emit of

Philippine Airlines was suc-

cessful
Mr Romeo Bernardo, finance

undersecretary, said this week
that the deadline for Petron
bids has been set for December
15. The hurdle price for the
bidders will be determined and
announced only on the day the

bids are to be opened.

PNOC is looking for a “stra-

tegic partner" which, officials

say, must be capable of putting

in “added value" in Petron in

the form of technical expertise

and access to petroleum sup-

ply.

Petron controls 40 per cent of

the Philippine market for
petroleum products, with sales
reaching Pesos 4fl.7bn (£974m)
last year, which made it the
country's biggest corporation
in terms of sales.

But Petran’s profits last year
of nearly Pesos l.47bn and
total assets of some Pesos l5bn
has led to strong criticism by
some members of Congress
who feel the government must
maintain its control of such a
strategic industry.

PNOC has explained it would
maintain holdings at 40 per
cent, after a planned 20 per
cent public offering in early

1994.

This, PNOC officials said,

should be enough to provide

government with an influenc-

ing presence in the industry.

Investors who qualify for the

bidding will be required to sub-

mit fprhyiicgl and fvnanrial pro-

posals. They are also expected

to commit themselves to a
long-term arrangement with
the Philippine government on
Petron.

Petron is one of several
assets the government wants
to privatise within the next six

months, an exercise expected

to generate some Pesos 18bn.

The others include: Manila
Hotel, National Steel and Phil-

ippine Shipyard and Engineer-

ing Corporation (Philseco).

Plans are to sell off 30 per
cent of Manila Hotel and 65 per
cent of National SteeL

UN claims Mozambique poll accord
UNITED NATIONS secretary general
Boutros Boutros Gbali said yesterday he
had achieved a breakthrough in revitalis-

ing the flagging peace process in Mozambi-
que, Reuter reports from Maputo

.

Mr Boutros Ghali said at the end of a
four-day visit that an accord had been
reached on the composition of a commis-
sion to supervise elections in October next
year.

The commission would have 10 members

from the government, seven from Rename
and three from other opposition parties.

An independent chairman would be cho-

sen by the 20 commission members.
A draft electoral law will be approved by

the cabinet before the end of this month
and by parliament before the end of
November, Mr Boutros Ghali said.

He said disputes delaying demobilisation

of the army, Rename guerrillas and para-

military forces bad also been resolved.

“A new calendar on the date of demobi-

lisation will he approved before the end of

this week," he said.

Mr Boutros Ghali said a compromise had
also been reached on the composition of

three of the joint commissions dealing
with aspects of the peace process.

The commission to oversee liaison

between the government and Renamo-eoa-

trolled areas will be chaired jointly by the
government and Rename, in rotation.

Commonwealth
talks to stress

human rights
By Michael Holman in

Limassol

COMMONWEALTH leaders

today open what is widely

regarded as one of the oust
critical conferences in its mod-
ern history, if the association’s

survival is to be assured.

The need for a renewed com-
mitment to human rights and
good governance will be

stressed by Chief Emeka Any-

aoku in an address designed to

give the 50-member organisa-

tion greater purpose and credi-

bility.

The official agenda for the

five-day session, attended by
36 heads of government cov-

ers global political and eco-

nomic issues, including the
Gatt talks.

South Africa will continue
to feature, with the Common-
wealth planning a substantial

programme of assistance
ahead of next April’s sched-
uled multi-party elections and
to help monitor the poll itself.

Mr Thabo Mbeld, a senior

member of the African

National Congress executive,

is expected to attend as an
accredited observer.

The delegates were also told

last night that Ms Benazir

Bhutto, Pakistan’s newly-
elected prime minister, plans

to attend the talks.

The opening has been over-

shadowed by the angry reac-

tion of some Greek Cypriots to

Queen Elizabeth and what is

seen as partisan British diplo-

matic involvement in the dis-

pute over the Turkish Cypriot-

controlled north of the island.

President Glafcos derides of

Cyprus yesterday played down
the protests. Mr Douglas Hurd,
UK foreign secretary*, held
talks with Mr Clerides and Mr
Rauf Denktash, the Turkish-

Cypriot leader,

British officials declined to
elaborate on what they said

were private talks, only saying
they had been useful. But
Greek-Cypriot sensitivity was
illustrated when a press
spokesman for the government
stressed that the meeting had
been at Mr Hurd’s initiative.
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Edouard BaDadm;
Prime Minister of France

will head a distinguishedgroup ofspeakers, including:

Edmond Alphaadecy
Minister of the Economy, France.

Anthony Carlisle
Chief Executive, Dewe Rogerson

Limited, London.

Partner, Skadden, Arps, Slate. Meagher

& Flom, Washington, DC

WimDik
Chairman of the Board of Management
and CEO, Royal PTT Nederland NV.

The Hague.

Vladhnlr Dloohy
Minister of Industry & Trade. Czech
Republic.

David Holmes
Director of Government & Industry

Mbits, British Airways pic, London.

Edmondbrad
Chairman of the Board of Directors,

Luxembourg Stock Facchange, and
President, Federation of European

Stock Exchanges.

Tamas Ivanyi
Director of Privatization, Hungarian

State Holding Company, Budapest

BesselKok
Chief Executive, RTT-Bdgacom,

Brussels,

Abel Matures
Commissioner forTranspan& Energy

Policy, European Commission.

The Rt Hon Francis Maude
Head of Global Privatization,

Morgan Stanley International, and
former Financial Secretary to die

Treasury. UK.

Edgar McCarthy
Director of Sales& Marketing,

FowerGen pJc.

AlessandroOvi
Director of International Relations, IRI,

Rome.

Michel Pebereau
Chairman, Banquc Nationale de Paris.

Antoine Schwartz
Executive Director. Goldman Sadis

International Limited, London.

MinisKT 1Budget, Italy.

Peter Sutherland
Director-General, GATT.

StefanSzymanski
Professor, London Business School.

Daniel K. Tarullo
Assistant Secretary of State for

Economic & Business Affairs, USA

Robert M- Worcester
Chairman, Market& Opinion Research

I/Hemailanal Ltd (MORI), London.

SabatoreZeochmi
Assistant Secrefcny-Genaal, OECD, Paris.

Translation

English/French Frendv'F.nglish simultaneous cranshtioa

will be available throughout the conference.
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3 rue de Castigliorw, 75010 Pans Cedex 01
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INVITATION
FOR THE SUBMISSION OF SEALED BINDING OFFERS

FOR THEACQUISITION OF MEVIOITS SHARES
HELD BY ELEVME S.A.

SUMMARY INFORMATION ON MEVIOR SA.
NAME: MINING AND INDUSTRIAL MINERALS - MEVIORSA
LOCATION: ASSIBOS. Prat. TbessatanSd

ACTIVITY: MEVIOR Is now active in the production and marketing of:

O Feldspar

O Quartz

O SScasand
O Quartzite

O WoOastonite

FINANCIAL DATA
Based on Balance sheet Dec. 31,

ASSETS
B. INSTALLATION COSTS
C. FIXED ASSETS

1992

Drs.

II.

III. Participations

D. CURRENT ASSETS
I. Inventory

II. ReceivaMes
IIL Marketable Securities

IV. Cash

E. INTERIM ACCOUNTS
TOTALASSETS
LIABILITIES AND EQUtTY
Share Capital

Investment Subsidies

Reserves
Retained earnings
Provisions

Short-term ItaHWes
Interim accounts

TOTAL UABUJTTES AND EQUTTY

60,512^381

56,613.072

354534,028
635460

65,995,324

66^07,115
16,689.151

12^01.799

T.138.9S8

635,298^88

500,500,000
237,197,648

13,792,452

(138.390,886)
(M967

17/4731265

635.298^88

PROCEDURE
(Ae par Greek Law200CV91)

Potential buyers are invited to receive, alter signing a confidendalitv

SEVTOFTsaoSte^**
6 SA" lhe ,niormaUon Brochure describing

Interested parties shall submit a binding offer. In a sealed envstooa. hr
383A60 shares (out of a total of 500.500 shares), tt is Indispensable tiS
the offer be accompanied by a guarantee letter issued byaBar* ieaaftv

g!?”1? 1" °* 25,600,000 Dra which represented*
ofthe starting price of the public auction. The guarantee letter, draft ofwhich can be obtained from ELEVME SA, shall be submitted oidaeed hia separata envelope marked "Guarantee Letter*.

“uunwiBa eraosoa m
The offers shell be submitted on Monday, 22nd November 1993 between8a

.-m- end 12 noon to the notary public of Langada (Thessaloniki
33 "S

S “ ,2-15 ™- «*».

wassaveara
Expenses for publishing thb iwtettonwia be borne by the highest bidder
The bidders should also submit a letter concerning;
H-

0/1 fnafnlalning or not or increasing the

A Any other proposals far farther developing the company's activitiessuch as new investments, increasing of exports etc.
To obtefa the Information Brochure as wed as additional data on mevior

01 ELEVME SA, 18 KM*MatOUBfa, TEL (01) 6843520 and (01) 6843529, FAX: (01) 6843527.

Uarousai, October 15th, 1993
THE LIQUIDATORS

THE

DAVID
THOMAS

PRIZE
David Thomas was a Financial Times journalist killed
on assignment in Kuwait in April 1991. Before joining
the FT he had worked for, among others, the Trades
Union Congress.

His life was characterised by original and radical
thinking coupled with a search for new subjecLs and
orthodoxies to challenge.

In his memory a prize has been established to
provide an annual study/travel grant to enable the
recipient to take a career break to explore a theme in the
fields of industrial policy, third world development or
the environment

TJe theme for the 1994 prize, worth not less
than £3,000, is: CAN THE DEVELOPING WORLDBECOME RICHER WITHOUT THE DEVELOPED
WORLD BECOMING UNEMPLOYED?

Applicants, aged over 35, ofany nationality, should
submit up to 1000 words in English on this subject,
together with a brief c.v. and a proposal outlining
jww the awani would ** used to explore this theme
further Please argue your case from the viewpoint of a
particular country or industry.

rn imn
aV
^
fd winner win required to write a 1500

to .UUO word essay at the end of the study period. The
essay will be considered for publication in the FT.

CLOSING DATE JANUARY 7 1994

APPLICATIONS TO:
RoBfN Pauley, Deputy Managing Editor

The Financial Times (Dept FT)
Number One Southwark Bridge

London SE19HL

The T°P upponunities Section for Senior Management

appointments

For advertising information, please call:

Clare Peasnell on 071 873 4027

Philip Wrigley on 071 873 3351

toH

, sol

^0

^2
\



FINANCIAL
OCTOBER

Britain m bneT
NEWS: UK

* ,‘Sss

•r* .

‘

'

. -W *

‘•r I.

-»7

1

m
Tivv

Jtaf

'O
>

¥

W,
T -fttf

1th

New blow to
rail sell-off

legislation
The OK government’s troubled
railways bill to privatise the
network was dealt a fresh
blow when the Bouse of Lords,
the upper chamber of parlia-
ment, backed a rebel Tory
amendment by a 29 majority.
Voting was 152 to 123 for a

change proposed by Conserva-
Hve former transport minister
lord Peyton tightening protec-
tion for rail pensioners.
This would force the trans-

port secretary to get the writ-
ten agreement of the pension
trustees before significant
changes were made to the
fond. Ministers will now have
to deckle whether to seek to
reverse the move when the
measure returns to the lower
chamber shortly.
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Hull opens big
fish market
Associated British Ports will
today officially inaugurate
England’s largest fresh fish
auction market in Hull after a
£300,000 investment pro-
gramme to bring it up to new,
stringent .EC standards. The
government has funded about
20 per cent The market - a
60,000 sq ft group of covered
sheds - already has a through-
put of 50,000 tonnes of fish a
year and Its rise has been phe-
nomenal in the fish and ports
industry. Five years ago Hull
handled only 8,000 tonnes of
fish a year.
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New Ulster

plan floated
The UK’s Institute for Public
Policy Research, the left of
centre Brink-tank has recom-
mended that Britain and
Ireland should share sover-
eignty over Northern Ireland
as a means of resolving the
conflict there.

In a new report published
yesterday called “Northern
Ireland; Sharing Authority",
the Institute also recommends
the drafting of anew constitu-

tion for the province and that
the Royal Ulster Constabulary
(RUC) should be replaced by a
new security force.

The report asserts “Northern
Ireland cannot be legitimate,

stable and democratic if it is

***, solely British dr solely Irish”.

Footballer

auctions medals
Football honours won by for-

mer England player Ray Kenn-
edy were today sold at auction

for. £88,000. After commission,

the 42-year-old ex-Liverpool
and Arsenal star, who suffers

from Parkinson’s Disease, mil
receive more than £73.000.

The highest price of £17,000

was paid for a plaque and gold

medal awarded in 1971 when
Arsenal won the first division

championship »nd FA Cup. His

1977 European Cup Winners
Medal went for £16,000.

Acas may levy

charges
Acas, the independent advi-

sory conciliation «id arbitra-

tion service, announced it

intends to impose charges on
its clients from April f next

year for conferences, seminars,

self help "clinics" to help

small businesses and some of

Its advisory publications.

But in a statement it added

there were “no plans to charge

for any other Acas activity as

to do so would compromise
Acas’s impartial and indepen-

dent approach**. An Acas
spokesman added that the

charges were to cover costs

and not to make a profit.

Chancellor faces tax plea from top retailers
UK COMPANY DIRECTORS
and top retailers yesterday
warned Mr Kenneth Clarke,
the chancellor of the exche-
quer. that significant tax rises
in next month’s Budget could
jeopardise the fragile consumer
recovery, write Peter Norman.
Peter Marsh and Philip Step-
hens,

The chancellor was given the
message in separate, private
meetings with 20 retail chiefs
and Mr Peter Morgan, director
general of the Institute of
Directors after news of a bigger
than expected rise in retail
sales volumes last month.
Mr Clarke was told that con-

fidence in industry was low
and that many consumers were
stffl wary of stepping up their
personal spending.

Bigger than expected rise in retail sales but other signals point to faltering recovery

The 0.5 per cent increase in
retail sales in September com-
pared with August was higher
than expected in the City of
London.

It was hailed by the Treasury
as “being consistent with
recovery”. It pushed up prices
on the London stock exchange
to another record dosing high,
with the FT-SE 100 fade* of

leading shares closing up 2&7
at 3.156J.
However, in their discus-

sions with Mr Clarke the retail

executives urged the chancel-
lor to treat the latest economic
statistics with caution.
In a lunch in a London hotel

organised by the British Retail

Consortium, representatives

from stores including J. Sains-

faury, Tesco, Kingfisher, Bur-
ton and Storehouse told Mr
Clarke a further increase in

VAT in the November 30 Bud-
get could lead to a dangerous
Call in consumer confidence.
They said that much of the

recent increase in sales vol-

umes had been won only at the

expense of much reduced profit

margins.
Mr Morgan told the chancel-

lor of the exchequer he under-

stood the Treasury’s interest in

a fiscal tightening to bring
down the £50bn borrowing
requirement
However, a tax rise in the

November 30 Budget, coming
on top of the fiscal tightening

of nearly £7bn already pen-
cilled in for next April, would
threaten faltering signs of
recovery.

Mr Clarke’s Budget delibera-

tions were made no easier
when the British Chambers of

Commerce said in its latest

quarterly survey that the rate

of overall economic recovery
slackened during the summer,
largely because of faltering
export markets.
Mr Christopher Stewart-

Smitb, the chambers’ presi-

dent said there were good eco-

nomic reasons for the chancel-
lor to cut bank base rates by at

least 1 percentage point from 6
per cent and give more help to
exporters in general and small
companies in particular.

The chancellor also had to

face renewed protests from
some Conservative MPs at
Westminster about the planned
imposition of VAT on domestic
fuel due to enter force in the

next financial year as part of

the effort to cut the £50bn Bud-
get deficit

In a move which underlined
the political risks for the chan-
cellor of the exchequer if he
seeks to extend VAT any fur-

ther, six Conservative MPs
signed an ail-party motion
rigmaniilng mnrh greater COUL-

pensation for the elderly than
envisaged by the government
The consensus amongst the

Conservative rank-and-file MPs
is that any move to end VAT
zero rating for items like food
anij childrens clothing would
risk a frill scale rebellion which
could easily overturn, the gov-
ernment’s 17-seat majority.
Mr James May, director-gen-

eral of the British retail con-
sortium, who attended the
lunch with Mr Clarke, said the
recovery was "fragile and
patchy”.

It was “imperative” that the
treasury did not implement
any extra VAT rises, especially
in the sensitive period ahead of

the Christinas sales.

Other people attending the
lunch included Mr Keith Edel-

man. Storehouse chief execu-
tive, Mr John Hoerner. chief
executive of Burton. Ms Rose-
mary Thorne. J. Sainsbury
finance director, Mr David
Reid, finance director of Tesco,
Mr Nigel Whittaker, corporate
affairs director of Kingfisher,
and Mr David Melville, head of
legal affairs at Argos.

Mr John Smith, the opposi-

tion Labour party leader,
sought to exploit the discon-
tent over domestic fuel by
urging potential Conservative
rebels to join Labour in over-

turning the extension of the
tax during the finance bill

which will follow next month's
Budget.

Farming
industry
right ‘on

the edge
5

By Alison Maitland

THE BRITISH FARMING
industry stands “on the edge of
a precipice” and could face the
same fete as the miners nrifasg

it improves its public relations,

landowners and formers were
warned at a conference yester-
day.

Subsidies to fanners
amounted to over £2bn a year
and were set to rise to £2.6bn
by 1995, a level that was unsus-
tainable when the industry
accounted for less than 2 per
cent of the working population,

said Mr Peter Pemberton, part-

ner in Bidwells, the chartoed
surveyors and farm business
consultants.

Addressing a Country Land-
owners' Association conference
in Suffolk, southern England,
on the future of farming

,
Mr

Pemberton said there would be
“a barrage of criticism” when
formers received large cheques
this autumn paying them com-
pensation for cuts in price sup-

ports and for fairing land out of

production under the Common
Agricultural Policy reforms.

“We are heavily subsidised,

politically unimportant and
rightly or wrongly unpopular,”

he said, “It is important to

understand what can happen
when the country’s goodwill
and the government’s support
for an industry is lost We can
go the wflmft way as the min-
ers.”

Even if subsidies did not dis-

appear, they would become
conditional on formers protect-

ing the countryside and possi-

bly allowing public access to it,

he said. Landowners bad to
drop their “siege mentality"

and formers, had to stop anti-

social practices.

With the advent of set-

tle, there can be no excuse
for ploughing up footpaths."

Mr Ian MacNicoL a land-

owner with a 4,000-acre estate

in North Norfolk, said: "My
own personal worry is that

Europe and the European tax-

payer cannot afford the present

CAP policy and something has
got to be done to bring down
the cost"
Mr MacNicol said that a

study commissioned by the

Dutch government predicted

BURNHAM BEECHES, an ancient wood which inspired parts of A Midsummer Night’s Dream by
Mendelssohn and Thomas Gray’s famous Elegy, has been declared a National Nature Reserve. The
Beeches, which border Dorneywood, the traditional country home of the chancellor of the

exchequer, is already a site of special scientific interest (SSI).

The Lord Mayor of London (left). Sir Francis McWilliams, Is pictured with the Earl of Cranbrook,
chairman of English Nature, inside a 450-year-old pollarded beech tree. The Corporation of London
owns the wood, which is to the west of the capital in the ‘Home Counties’.

that the amount of land being

formed in the EC would drop
from 130m hectares now to 80m
or even 40m hectares. If this

proved right, Mr MacNicol
said, "many of us sitting in

this room will not be forming
at all, or getting any income
from farming, as one moves
through the first part of the

21st century."

Mr John Kerr, who owns a
1,700-acre form in Suffolk, said

farmers bad to cut all unneces-

sary costs to guarantee effi-

cient production.

“We must ensure we’re the

low cost producers of Europe.
It's not in our interests to see

Coca Cola or Nestl6 build new
factories in France because
they can buy their inputs more

cheaply there,” he said.

"We have levels of price sup-

port beyond belief. We have
inheritance tax rules that are

nearly beyond belief. We have
development and environmen-
tal grants that are beyond
belief.

“Let’s take advantage of

these to restructure our indus-

try."

Watchdog outlines plan
for unit trust deregulation
By Alison Smith

PROPOSALS FOR deregulating
the £84bn unit trust industry

were put forward in a consulta-

tion paper published yesterday

by the Securities and Invest-

ments Board, the chief regula-

tor for financial services.

But the paper does not
resolve the deep divisions
within the industry about the

future method of pricing unit

trusts. Instead it says that
“dual pricing" should remain
in place for the moment, albeit

in a slightly simplified form,

while the debate about moving
to a system of single pricing
must continue.

Responses to the consulta-

tion paper are due by March
next year, and the SIB hopes to

bring forward draft regulations

on some aspects of the changes
next year.

In dual pricing, potential
investors see both an “offer”

price, at which they could buy
units, and a lower “ted" price

at which they could sell. The
difference between the two fig-

ures reflects charges and costs.

Many in the industry favour
a single pricing system which
is easier for investors to under-
stand and which is commonly
used outside the UK. There are

a number of options for single

pricing, and no one option has
attracted overwhelming sup-
port among fund managers
who favour the change.

Other suggestions in the
paper include;

• liberalising the charging
structures, so as to allow exit

fees for all types of fond, and
performance-related fees for

geared futures and options
funds only;

• replacing SIB’s list of
approved securities and deriva-

tives markets for unit trust

purposes with a duly on man-
agers to ensure that the mar-
kets where they Invest meet
certain criteria. The change
would allow unit trusts to
invest in a much wider range
of emerging markets;

There was disappointment
from some in the industry,

notably Gartmore fund manag-

ers, the fourth largest fund
manager, and Fidelity that the
lack of a consensus had made
it impossible to agree on sin-

gle-pricing for unit trusts.

But SIB’s proposal that sin-

gle pricing should be used for

the open-ended investment
company (OEIC), which is com-
mon in other European Com-
munity member states and
which is to be introduced in

the UK, will increase the pros-

pects that there will eventually

be a move to single-pricing for

unit trusts as well. In the

meantime, the two systems
would run In parallel

Pressure for loosening the
regulation of the industry
seems to have come mainly
from the ready availability in

the UK of offshore funds,
which have greater flexibility.

The draft regulations to be
issued by the SIB next year
could also incorporate likely

changes to the EC directive on
undertakings for collective

investment in transferable

securities, which is being
revised at present

Channel shopping

‘costs’ UK £260m
By PhBip Hawstovne

CROSS-CHANNEL shopping is

costing the government £26flm

a year in lost excise duty and
VAT on wines and spirits -

five times the amount forecast

by the Treasury when the
European single market was
established in January.
A survey by the Wine and

Spirit Association suggests
that every vehicle making the

cross-Channel trip returns to

the UK with an average 27 bot-

tles of wine and two bottles of
spirits.

Just over a quarter of visi-

tors to the continent do not
buy any wines or spirits; but of

the rest 93 per cent buy up to

10 bottles of spirits, and 64 per
cent return with up to four

cases of wine.
The WSA has presented the

results of its survey to Sir

John Cope, paymaster-general,
as part of its arguments
against any tax increase on
drinks in the Budget

Mr Bernard Windsor, WSA
chairman, said yesterday, that
industry estimates suggested
that the Treasury was also los-

ing another £10Om a year from
personal imports of beer.

“The only solution is to

reduce the UK’s level erf excise

on alcoholic beverages so sig-

nificantly that cross-border
shopping is no longer viable.”

Apart from the loss of tax
revenue, the increase in per-

sonal duty-paid imports was
hitting drinks retailers
throughout the country, he
said. The WSA also pressed Sir

John for a reduction in the 65

per cent excise surcharge cm
sparkling wines, sales of which
have declined 25 per cent in
the past three years.

Mr Windsor said the Trea-

sury had assured the WSA that
any budget changes in excise

duty would not be imple-
mented until January 1 next
year to avoid pricing confusion

in the pre-Christmas trading

period.

New pit closures likely to cut coal industry in half
By Michael Smith
and PMBp Stephens,

BRITISH COAL yesterday set

in motion a final set of pit clo-

sures before privatisation in an
exercise likely to cut an
alryqdy diminished Industry by
at least a hall
The corporation's announce-

ment of fan™ with unions on

pit “results and prospects”
i*ama as the government fur-

ther angered opposition parties

and miners by saying It would

repeal next month an 85-year

act restricting underground

working hours.

However, Mr Tim Eggar,
energy minister, provided
some comfort for the 20,000

remaining underground miners
and managers by extending
existing onhaiuwri redundancy
terms of payments up to

£37,000, until next April 30.

In addition, British Coal said

it would conduct talks under
the Modified Colliery Review
Procedure, which can delay
closure Implementations for up
to nhw months.
- Closures announced last

year were ruled illegal by the

High Court after British Coal

suspended the MCRP.

The British Coal announce
ment brought a scathing House
of Commons attack from oppo-

sition parties but only a muted
protest from the Conservative

backbench MPs who last year
halted the original closure pro-

gramme.
Mr Robin Cook, shadow

trade and industry secretary,

said that by next April the
workforce would be reduced to

10,000 compared to 40,000 a
year ago.

But his charges that the gov-

ernment had “rigged the mar-
ket" against coal and was now
seeking a return to 19th cen-

truy working practices foiled

to evoke anything more than
an air of disgruntled resigna-

tion among Tory MPs.
British Coal would not say

yesterday which pits are ear-

marked for closure, or how
many are involved. However
industry analysts expect at
least half of the surviving 30
mines to dose.
Some 21 have been closed in

the last year.

Mr Arthur Scargfll. president

of the National Union of Mine-
workers. said the government
was hoping to close more pits

“by stealth" in the hope of

avoiding a repetition of last

October’s public and political

outcry.

In his Commons speech, Mr
Eggar said the government had
approved a subsidy to British

(foal, the first under a policy

document scheme announced
last March, to sell coal to

Alcan, an aluminium producer,

a plant In northern England.

The plant was previously
thought to be among the most
vulnerable of the 19 core pits

never officially threatened
with closure.

The subsidy is for 1.2m
tonnes, half the pit's annual

output
More subsidies are thought

to be under consideration for

other pits, although none
involve sales to the electricity

generators.

Mr Eggar faced calls from
some of the government's sup-

porters for the government to

take a more active role in pre-

venting closures but stressed

repeatedly that those decisions

would be taken by British Coal
management.
Vulnerable pits Include all 12

reprieved last March and at

least four of the 19 previously

considered British Coal’s core.

GPT wins
UK cable

contract
By Andrew Adonis

GPT, the UK-based telecomms
manufacturing joint venture
between GEC and Siemens,
has won a contract worth in

the region of £10m to supply
exchanges to Southwestern
Bell for its UK cable telephone
network.
The order, for up to 10 Sys-

tem X digital telephone
exchanges, gives GPT a lead-

ing position as a supplier to

the fest-growing UK cable TV
and telephone industry.

Southwestern Bell, the
regional US operator, is build-

ing networks in seven conur-
bations in alliance with Cox
Cable Communications.

It is the third hugest cable

TV and telephone operator in

the UK, behind Nynex and
Telewest. The company’s
seven franchises cover about
L2m homes. At April 1 it had
connected about 55,000 homes.
Most of the cable operators

are installing their own
switching equipment to give

them better terms for inter-

connection with BT and Mer-
cury, who carry their long dis-

tance traffic, and to increase

their operational flexibility.

Northern Telecom, the Cana-
dian telecoms manufacturer, is

the other leading supplier of

switching equipment
GPT, a 60/40 joint venture

between GEC and Siemens,
manufactures its exchange
equipment in Liverpool, where
it employs around 2,400 peo-

ple.

Although still in the early

stages of building their net-

works, the cable companies
now have more than 200,000

subscribers, making them seri-

ous challengers to BT.
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When Crispin Davis last

week resigned from
United Distillers,

Guinness' spirits divi-

sion, after only 15 months as man-
aging director, his departure was
widely cited as proof of what most
consumers already knew: that

Scotch whisky and soap suds do not

go together.

Guinness says Davis left because
of a personality dash. Competitors

say the hard-nosed marketing meth-

ods Davis learned in his previous

career at Procter & Gamble, the
world's biggest detergents manufac-
turer, did not fit a business which
lives by premium pricing and exclu-

sive brand image.

Whatever finally triggered his res-

ignation, it raises a broader ques-

tion. How easily can marketing
skills be transferred between differ-

ent businesses at a time when they

are more widely in demand than

ever before?

As competition intensifies, com-
panies in sectors as diverse as bank-
ing. telecommunications, pharma-
ceuticals and public transport are
finding - sometimes for the first

time - that learning to woo and win
consumers is essential for survival.

Peter Breen, managing partner of

Heidrick & Struggles, an interna-

tional executive search company,
says marketing experience is now a
pre-requisite for most top-level man-
agement posts. “Whatever the job

title, marketing is a common
denominator." he says.
Those who have taken their mar-

keting expertise into new fields

stress that it is not a universal dis-

cipline which can be effortlessly

transplanted. Above all. it only
delivers results when combined
with a clear understanding of what
makes individual companies tick.

"There are certain fundamentals
which can be transferred,” says
John Robb, chief executive of the

pharmaceuticals group Wellcome,
who cut his teeth in consumer prod-

ucts marketing. “But even if you
are moving within the same indus-

try, you still have to learn about the

company you're moving to. You
have to adjust to the new style."

For outsiders that can be a stiff

challenge. Mike Sommers, recently

named managing director of MGM
Cinemas after three years as mar-
keting director of the TSB banking
group, vividly recalls the shock of
moving to retailing from the con-

sumer goods industry a decade ago.
“For the first month I would sit in

meetings and not understand a
word anyone said. I felt like a kid

who wants to play on a roundabout,

and nobody will slow down to let

him on," he says.

He and others argue that the tran-

sition can be particularly tough for

executives schooled in big con-

sumer products manufacturers such
as P&G and Mars. That may appear
paradoxical, because such compa-
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Of soap
and Scotch
Guy de Jonquieres and Diane Summers
ask if marketing skills are transferable

nies have been widely regarded as
marketing “universities”.

However, sceptics say that their

success has depended heavily on
rigorous adherence to doing the
same things steadily better - an
approach that can breed inflexibil-

ity and make it hard for alumni to

adapt to new corporate cultures.

‘There is a big dilemma when
you take somebody who has worked
in a company with strong
life-support systems and very clear

rules for everything,” says Sir
James Blyth, chief executive of
Boots, whose previous employers
include Mars, General Foods and
Plessey.

When marketing executives from
big consumer manufacturers switch

successfully to other companies, he
says it is often because they got out
early or were naturally talented,

rather than because of any particu-

lar skills they brought with them.
Colin Fisher, managing director

of SRU, a management consultancy
with clients including Unilever and
Marks and Spencer, goes further.

He says many big consumer groups
prosper mainly because they attract

the brightest graduates, not because
their marketing methods are intrin-

sically superior.

“A lot of consumer products peo-

ple emphasise the means rather
than the ends.” says Sommers.
“They forget it's all about consum-
ers and become obsessed with
advertising and packaging. Moving
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to businesses which are based on

distribution or sell mainly toymen

can he a big wrench for them.”

But successful marketing is more

than a set of techniques. It is a state

of mind which informs corporate

priorities. Specialists say that the

toughest task of all is to instil it in

businesses which have previously

paid little attention to customer ser-

vice and consumer satisfaction.

Eurotunnel, for instance, has only

just switched its attention from bor-

ing holes in the ground to seeking

passengers. It has recently recruited

executives from consumer compa-

nies including Lever Brothers and

Heinz.

One of their first achievements

has been to talk the board out of

plans to run an advertising cam-

paign celebrating Eurotunnel's
engineering achievements, and to

emphasise instead the services it

offers.

Mercury Communications, part of

Cable and Wireless, has also hired

marketing talent from the con-

sumer products industry. Roy
Doughty, director of marketing,
sales and customer service for One-
2-One, Mercury's new mobile tele-

phone service, previously worked
for Duracelf the battery maker.

“I believe we’re launching a
brand in the way a consumer, prod-

ucts company would do,” he says;

although he admits that the tech-

nical complexity of telecommunica-

tions systems means that much lon-

ger lead times are required.

Although Mercury Communica-
tions has been widely applauded for

imaginative advertising, some spe-

cialists say that marketing has yet
to lay down deep roots in its engi-
neering-dominated culture. "Mer-
cury only looks good because it is

competing with BT, which doesn't

even have a marketing director on
its board." says one.

Kevin Gavaghan, former retailing

executive responsible for launching
electronic banking services such as
First Direct, Orchard and Vector at

Midland Bank, says that the first

priority for people recruited to a
company to Improve marketing is

to ensure that they have support

from the top.

"You have to be invited in by a
sponsor who knows exactly what he
is buying.” he says. Gavaghan says

he received such backing when he
joined Midland, but left because the

bank's commitment to marketing
dwindled after a change of senior

management
But for Sir James Blyth, the

golden rule for peripatetic market-
ing executives is to be absolutely

sure what they are letting them-
selves in for “If you have moved
companies a couple of times, you
learn to pick out those areas where
your experience is valuable. But
you’d better listen very carefully to

people in your new company about
exactly why it is different"

Th- TH :^ <ynnp is set to reposition itself in the

replacement tyre market, writes John Griffiths

P
irelli, the Italian tyres

and cables group, has

launched a new brand

strategy as part of an
effort to increase its share of the

European replacement tyre

market
The move comes m the face of

what Carlo Banchieri, deputy
chairman of the tyre operation's

management board, calls the most

difficult conditions in his 30-year

experience of the industry.

Hie key change for Pirelli is

the introduction of what Banchieri

describes as “second- and
third-tier” brands to complement
the mam Pirelli brand. These will

be aimed at owners of Europe’s

population of cars older than
three years, looking for a cheaper
deal.

Hie replacement sector is

substantially larger than that

for original equipment tyres

supplied to car and truck makers.
It is also the main source cf

profitability - or in some cases

restricting losses - for the

industry at a time when Pirelli

and other tyre makers are being
forced to digest sharp price cuts

demanded by vehicle producers.

According to Banchieri, catering

to the replacementmarket with
subsidiary brands will make It

easier to retain the premium
pricing and image of the Pirelli

brand name. Preserving that

image has become increasingly

difficult in the replacement
market

Pirelli already owns and
produces some secondary branded
tyres, notably Courier in the UK
and Ceat in Italy, but they are
mainly national brands. The
group's strategic sales and
marketing focus have been
overwhelmingly on the Pirelli

brand.

To compete in the cheaper
replacement sectors, the

company’s practice has been to

keep in production some
Pirelli-branded tyres launched .

as long as 10 years ago. These
are likely already to have been
superseded by technically superior
products, but they are relatively

cheap to produce.

One problem with this approach
is that the “old” tyres have to

Pirelli splits its

image in Europe
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be sold at a discount to more
recent offerings, and discounting

is detrimental to Pirelli's image.

For this reason though the

discounts have not been sufficient

to give what Banchieri regards

as an adequate market share.

By developing a pan-European

secondary brands strategy, Pirelli

is doing no more than recognising

that European replacement tyre

markets are starting to move
towards the North American
pattern.

In the latter there is not only

a profusion of tyre makers’

second- or third-tier brands such

as Goodyear’s Kelly Springfield;

large retailing groups and even

the big oil companies sell vast

quantities of tyres under their

own brand names.
For example, the world's single

biggest retailer of tyres is

superstore chain Sears, Roebuck,
which sells some 10m a year.

A lot of Pirelli tyres are sold

through Sears, supplied by its

US Armstrong Tire subsidiary.

Far from pioneering second-

or third-tier brands in Europe.
Pirelli is to some extent following

the path already taken by rivals

such as Michelin with its Kleber
brand and Continental with
Uuiroyal Semperit More than

20 per cent of Michetin’s sales

are of “house" brands. OfGerman
rival Continental’s 100-strong

product range, only a little more
than a half are branded
Continental.
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Banchieri acknowledges that

the initiative will probably be
.

confined to the cheaper end of

the market. “I cannot imagine

a Porsche with second-level

tyres," he says. But owners of.

for example, five- or six-year-old -

BMWs are targets.

Pirelli hopes to increase its

share of the European
replacement tyre market to

around 13% per cent, from just

over 10 per cent
Conversely, says Banchieri. it

.

has been ready to cede some
unprofitable business in the

original equipment sector.

Banchieri says it is also likely

to settle at around 13.5 per cent,

against 16 per cent a couple of

years ago.

Between clashes with former

employer General Motors, Jose

Ignacio Ldpez de Arriortiia has

just helped Pirelli most of the

way there.

Unwilling to go along with

price-cuts demanded by
Volkswagen's mercurial and
flamboyant Spanish production

and purchasing director, Pirelli

has lost its original equipment
business with Volkswagen,
although ironically It is still

supplying its Spanish subsidiary

Seat. That means a further &3-0.4

percentage points loss of original

equipment market share.

In another departure from past

practice, Pirelli is to cut the

time-scale for introducing the
complete size range for new
generations of tyres from two
years to 3-4 months.

Traditionally, Pirelli and other

manufacturers bave synchronised
the launch of a tyre with the car

for which it was developed, and
only in the size range applicable

to that car. Other sizes would be
phased in over two years.

"This was acceptable at a time

when lifo cycles of the product
were long - maybe seven or eight

years. But it was not best

practice,* says Banchieri.

The Pirelli name will be applied

only to state-of-the-art products.

Existing older ones will be phased
out.

At least two new Pirelli branded
lyres will be introduced each year
for the next few years.
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PEOPLE
Sir Simon retires;

Hardie takes over
The former gardening
correspondent of Tattler maga-
zine has retired. Better known
for the past 12 years as chair-man of wn. smith, sir Simon
Hornby (far right) said yester-
day that he would be retiring
from the helm of one of the
UK's best-known high street
names, making way for Jeremy
Hardie (right), deputy chair-
man since Septanher 1992.
Hornby’s retirement at the

age of 09 with effect from Janu-
ary 30 1994 will coincide with
other executive level change
at Smith’s. Sir Malcolm Field
will become group chief execu-
tive; David Roberts will
become managing director
responsible for distribution
and group support services;
and Peter Troughton is to
become managing director, UK
retailing. He win be succeeded

as managing director. W.H.
Smith retail, by Peter Bamford,
currently president and chief
executive officer of Wee Three
Record Shops, a US-based sub-
sidiary.

Hardie, 55. has been a direc-
tor of John Swire and Sons
since 1982. His business career
includes Stints as chairman of
the National Provident Institu-
tion and of Alexanders Dis-
count. He is a director of
National Mortgage Bank, Wil-
liam Cook and Murray Law-
rence Holdings. He first joined
the board of W.H. Smith in
1988.

His background is solidly
rooted in the academic life; fol-
lowing a B.Phil in Economics
at Nuffield College, Oxford, he
held a variety of academic
posts, was fellow and tutor in
Economics at Keble College,

Oxford, and has written a num-
ber of books on economics.
Hardie was a member of the

Mergers and Monopolies Com-
mission between 1976-83, and
the commission's deputy chair-
man during his last three years
there. He then took a stab at a
political career, contesting
Norwich South for the SDP In

1983, and again for the SDP

/

Alliance in 1987, though with-

out success.

Hornby's links with W.H.
Smith go back to 1958, when he

first joined the company.
Despite giving up writing on
gardening for the Tatler in 1987
- his column lasted four years
- he maintains strong interests

in horticultural affairs and is

on the council of the Royal
Horticultural Society.

Despite his retirement from
Smith’s, he is not relinquishing

his interests in the world of
business; he remains, for exam-
ple, a non-executive director of

Pearson, owner of the Finan-

cial Times.

Bodies politic
The government has chosen an
expert on Antarctica to be the
first chairman of the new
ENERGY ADVISORY PANEL
of independent experts which
will advise on the way energy
markets may develop in the
future.

Martin Haldgate, the former
chairman of the Renewable
Energy Advisory Group, is cur-
rently director general of the
Swiss-based International
Union for Conservation of
Nature and Natural Resources,
whose membership embraces
countries, national agencies
and non-governmental organi-

sations.

Educated at Arnold School in

Blackpool and at Queens Col-
lege, Cambridge, Holdgate lec-

tured at Manchester University

and Durham College before
turning his attention to Ant-
arctica, where he served as
senior biologist with Die Brit-

ish Antarctic Survey in the
early 1960s.

He later served with the
Department of Environment as
chief scientist before moving to

the Department of Transport
as chief scientific adviser.

His experience in Antarctica

served him well as chairman of

the Commonwealth Expert
Group on Climate Change in
the last 1980s.

Simon AsMim has joined the

UK INDUSTRIAL GROUP as

its southemregional director.

he has been working as
southern regional director
since late 1990.

The UK Industrial Group
was launched one year ago
with the aim of lobbying
central government to adopt a
more interventionist attitude

towards industry. More than 70
companies have so far joined
the association.

Ian Kelsall, who is to retire

at the end of this month after

28 years as director of CBT
Wales, is to become part-time

director of Merthyr Tydfil

Business Centre, lbe centre’s
aim is to help to create and
supportjobs as part of the
regeneration of tbe south
Wades town. Kelsall will

continue at the CBI on a .

half-time consultancy basis

until his successor has been
appointed.

Rodney Yates, non-executive
chairman of Olllff and
Partners, and James Morton,
senior partner of Price

Waterhouse, have been
appointed lay members of the
GENERAL MEDICAL
COUNCIL.

Sir John BleOoch, retired

permanent secretary of tbe

Northern Ireland Office, has
been elected to the committee
of The AUTOMOBILE
ASSOCIATION.
Tony Hales, chief executive

of Allied Lyons and current
vice-chairman, has been
appointed chairman of the

(Si's national manufacturing
council in succession to Sir

Lamb leaves

RAM
Richard Lamb, a Latin
American fund manager at
Rothschild Asset Management,
is joining the flood of emerging
market new recruits heading
foT Morgan Grenfell.

However, Lamb, 36, is join-

ing the fund management side

or the business rather than the

brokerage operations. He will

head a team of three covering
Latin America's emerging
stock markets. Morgan Gren-

fell Asset Management Ltd has
about 100 fund managers
worldwide with about £37bn of

money under management, out
of which about $lbn is in the

emerging markets including
about S200-300m in Latin Amer-
ican equities.

At RAM, Lamb was responsi-

ble for managing its Chile
Fund and Five Arrows Fund.
MGAML says it is keen to

strengthen its Latin American
investment team, and is also

hoping to raise its profile in

Latin America by managing
funds for local institutions and
other investors.

Morgan Grenfell's Debt Arbi-

trage and Trading operations

recently lured about 20 emerg-

ing markets equity traders,

analysts and sales staff from
James Cape! because It intends

to complement its existing debt

trading operations by expand-
ing in the emerging equity
markets business.

Finance moves
Kenneth MacLennan has

been appointed director,

Europe, ofSTANDARD
CHARTERED Asia Pacific

Merchant Bank Group, based
in London.
Achat Bommakanti has

been appointed senior general

manager for Europe, South
Asia, Middle East of ANZ Bank
and md ofANZ GRINDLAYS
BANK based in London on the

retirement of Bevyn Hanford.
Angus MacPherson is

promoted to become a director

of SAMUEL MONTAGU and
is joining Trinkaus Samuel
Montagu in Dusseldorf as a
joint md.
Mark Lund, formerly a

consultant, has been appointed

md of HENDERSON
International in succession

to Colin Day who remains
chairman or Henderson
Pension Fund Management

David Kidd has been
appointed chief investment
officer and deputy md of
Cantrade Investment
Management part or UBS; he
moves from Capital House
Investment Management part

ofRBS.
Nick Levene, formerly

manager of Tullet & Tokyo’s

OTC equity division, has been
appointed director of Martin
Bietbaum Equity Derivatives,

part ofTRIO HOLDINGS.
Roland Kftson and Stephen

Garrahy have been appointed

directors of JOHN COVETT
UNIT MANAGEMENT.He moves from the CBLwhere - Alistair Frame.
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Venture Forum Europe ’93, arranged by Venture Economics and the Financial Times,

will provide a unique opportunity to meet those involved in raising capital, negotiating deals

and building the businesses of the future.

Speakers include:

Lionet T Anthony
Causeway Capital Limited

Jay T Applegate
Benedetto, Cart!and &
Greene, Inc

Jonathan Blake
SJ Berwin & Co

Gilles Cahen-Salvador
LBO France

Ronald Cohen
Apax Partners & Co Ltd

Dr Neil Cross
3i Group pic

Michael R Camming
Barclays Development
Capital Limited

Dr Evert A M Elberise
Dutch Venture Capital

Association (NVP)

Mlchiel A de Haan
Atlas Venture

Dr Richard Hargreaves
Baronsmead pic

Ron Hollidgc

Lloyds Development Capital
Limited

British Venture Capital

Association

Waldemar Jantz
TVM Techno Venture
Management GmbH & Co KG

Barbara B Lynch
Cambridge Associates UK
Limited

Dr Jos Peelers
Capricorn Venture Partners NV

Ken Robbie
Centre for Management Buyout
Research

John B Singer
Granville Europe AG
European Venture Capital

Association

Robert H Smith
Morgan Grenfell Development
Capital Limited

Leendert J van Dricl

Glide Investment Funds

Bryan Wood
Alta Berkeley Associates
Limited

Go-sponsoredby: SJ Berwin&Go

VENTURE *01FORUM 70

To: The Financial Times
Conference Organisation

102-108 Clcrkenwell Road
London EC IM 5SA, UK
Tel: 071-8149770
Fax: 071-873 3975/3969
Tlx: 27347 FTCONFG

Please sendmeconference details

Name: Mr/Mrs/Ms/Dr/Other

Position: Dept:

Company/Organ i sal ion:

Address:

City:

Post Code: Country:

Tel: Fax:

Type of Business:

HA

A« •nirkev's leadingM service merchant banking group, we are here for the right advice on trade and project finance, leasing,

. . ^ or the capital markets. This is complemented with our integrated world-wide network of banking affiliates

TSe Internationale de Commerce. Paris and Geneva, BIC International Credit Pic. London. and,The Park Avenue Bank in

SlIvJvou have business related to Turkey talk to ns. For further information, please contact either our London

Representative Office or the International Division at our Head Office at the following addresses:

„ _ . officeOneLondonWallBuiMings,LoiidonEC2MSNX,Td:(071)6382820.Ttl«:9I33S9,Fa](:(07I)6382823

« 0)274 till, THcx: 26021, Fax; (1)2747028

iKTiSAT
BARKASI
TURKEY'S MERCHANT BANK
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TECHNOLOGY

Japan
keeps its

shirts in

shape

A shirt with a memory is the

latest technological break-

through to ease the lives

of Japan's hard-pressed
salarymen.

Introduced earlier this year by
two medinm-sized textile groups,

Tomiya Apparel and Choya
Corporation, memory shirts are
designed to hold their original

pristine shape after washing, so

doing away with the daily ironing.

While the rest of the clothing
industry is in a downturn, memory
shirts are beating their sales

targets in Tokyo department stores,

the traditional testing ground for

generations of new technology
products.

They are thought to be popular
among salarymen who are forced to

spend the night In a city-centre

hotel after long evenings at the
office or drinking beer with
colleagues - both events which
tend to create crumpled shirts.

The trick is a chemical which
memorises structures and polls
back to Its original shape at room
temperature. This means the
memory shirts also shrink less

than their ordinary counterparts.

The chemical can either be baked
onto the fabric - the Choya method
uses a technique developed by
Nisshinbo Industries, a Japanese
textiles group - or sprayed on in

gas suspension, the method used by
Tomiya, based on a technology
developed by American Textile
Processing.

So far the memory shirts have
gone down well, despite the fact

that they cost around 20 per cent

more than normal, forgetful shirts.

Tomiya reports that it had to boost
its ontpnt by 30 per cent last month
to cope with demand.
Isetan, a leading Tokyo

department store, has set aside a
quarter of its shirt sales space for

memory shirts, which it sells for

Yfi,900 (£43) in white - as favoured

by most Tokyo office workers - or
Y7.900 in patterned designs.

They can be purchased more
cheaply at supermarkets such as
Ito-Yokado. which was so
impressed with its initial trials - at

between Y3.900 and Y4.900 - that it

plans to stock them throughout its

chain by mid-November.

Will Dawkins

R
ichard Roberts and Phillip

Sharp helped take the non-

sense out of gene research
- literally. Without their

work, for which they have just

jointly been awarded the Nobel

prize in medicine, much of today’s

biotechnological developments
would not have been possible.

The award highlighted the impor-

tance of biotechnology in medical

research by giving formal recogni-

tion to a discovery in gene structure

that has yielded new product devel-

opments in the biotechnology sector

and promises to lead to many more.

The achievement of British-born

Roberts and Sharp, an American,
was to overturn the idea that genes
were arranged on DNA strands in a
continuous chain. Instead, they

found that genes have distinct

“domains" or gene sequences, sepa-

rated by what have been called non-

sense DNA or introns.

They made the discovery simulta-

neously but independently in 1977

by using electron microscopes. It is

credited with speeding up the bio-

technology revolution and paving
the way for gene therapy, a nascent
held in which genes are used as
drugs.

Genes are arranged along strands

of DNA, which contain the blue-

prints for the creation of life. To
reproduce itself, DNA unzips into

RNA messenger strands, carbon
copies of the DNA. The RNA then

invades protein molecules and
imprints them with the genetic

codes for development
The laureates' breakthrough

showed that the messenger RNA
edits out the introns between the

gene sequences to form a clear

genetic rode that can he read by
proteins, the building blocks of life.

The discovery was applied imme-
diately to the fabrication of certain

hormones, for instance the human
growth hormone used to treat

dwarfism. “It became clear after

this discovery that if you were
going to express a gene for a hor-

mone. you'd first have to remove
the nonsense sequences," says
Sharp. The discovery also yielded

clues for research into cancer and
certain hereditary diseases which
occur from mistakes during the
DNA copying and editing process.

“After the study, scientists were
able to study genes In the cancerous

or mutant state and compare it to

the normal state,” says Roberts, a
researcher at New England Biolabs.

“Before the discovery, we did not
know what the normal state looked
like." Sharp and Roberts did their

work in 1977, but some of the possi-

ble applications of the discovery are

only now being fully explored.

"It’s not just that we realised

genes were divided into sequences,”
says Joseph Davie, vice-president of

research at Biogen, the biotechnol-

ogy group. “We realised they had
separate domains for a reason.

Phillip Sharp, joint winner of the 1993 Nobel prize in medicine

Domain of
the genes

Victoria Griffith looks at a
breakthrough in biotechnology
was that they had different cer, inflammatory. Immunolwhich

functions. One of the Important
things to come out of this is that we
realised we did not have to create

copies of molecules just as they
were found in nature. We could
split up their functions and re-

arrange them to create our own.
new molecules by combining part of

one gene and part of another.”

immunological

and cardiovascular diseases.

“One area we’ve had success in,"

says Sharp, one of the founders of

Biogen and now a professor at the

Massachusetts Institute of Technol-

ogy, “is in making new antibodies

by combining mouse antibodies

with human antibodies. This allows

some of the mouse antibodies to be

"The ‘gene knockout’ technique, by which
you eliminate certain genes in mice, is now
used widely to create mutations which are
then used in research. That would not have
been possible without the Nobel work”

This technology is still in its early

stages, but some biotechnology
groups say they are having success.

Seattle-based immune* is develop-

ing a bone marrow stimulant which
brings two gene domains together

in a single molecule. And Biogen
says it is also working with
“designer molecules” to target can-

used by humans.”
Since 1977, scientists have been

advancing their knowledge of how
genes work. “The reason it’s taken
so long since the original discovery

for companies to start getting into

muting is because first we had to

know what individual gene domains
actually do." says Davie. “Now we

can become more sophisticated in

miring them up."

New sophistication in gene splic-

ing has improved research methods.

“The 'gene knockout’ technique, by

which you eliminate certain genes

in mice, is now used widely to cre-

ate mutations which are then used

in research,” says Laurence lasky,

staff scientist at Genentech. “That

would not have been possible with-

out the Nobel work."

The discovery was also funda-

mental to advances in the complex

field of gene therapy. “Unless you

understand how a gene is

expressed, there is no hope for gene

therapy." says Dr Sharp.

According to Hubert Shoemaker.

rhairman of Centocor, the work was
also important because it stressed

that when the gene message gets

re-processed, it may get mixed up.

“We need to take into account the

stability of the genes we create in

the field," he explains.

Sharp and Roberts stress that

their work was just one step in a
revolution of new ideas which have

exploded over the last two decades.

Several important discoveries fol-

lowed on the heels of the Nobel
laureates' initial work. After the

notion of gene domains was estab-

lished, for instance, scientists began

to consider the possibility of using

RNA as an enzyme.

“We began to see that RNA mole-

cules have a function besides the

transferring of information,” says
Shoemaker. “They can also function

as enzymes and we may see a whole
new series of drugs based on RNA
as enzymes.”

Researchers also began to con-
sider using adhesive RNA strands

as inhibitors. “We have now
adopted the concept that there is a
single domain on the gene which is

responsible for binding,” says
Lasky. Normally, we think of pep-

tides and other substances as bind-

ers, but RNA portions may also be
used. If they bind to a specific site,

the activity of that molecule may be
inhibited. This could be used as a
drug for a number of diseases

including Aids.”

Another key development is the
discovery that introns serve as mod-
erators in the expression of the

gene sequence. “By including

introns in the expression of a sys-

tem, we can get a much more effec-

tive protein,” says Patricia Tekamp-
Olson, director of research at Chi-

ron.

“Ifs very likely that they will be
increasingly used as enhancers for

recombinant proteins. Another the-

ory is that they may provide infor-

mation which malms the gene tis-

sue specific. For instance, we may
be able to use introns to target spe-

cific tissues within the body while

ignoring others. That would be a
key advance.”

Eyeing up the

computer screen
Tom Foremski on plans to link the

human nervous system to PCs

M ove your eyes across

the computer screen

and the cursor follows

faithfully. Choose a command

by simply looking at the menu

selection and blinking, and the

computer responds.

This might describe the most

natural computer user interface

of all, allowing eye movement

to control computers and thus

going beyond the present

ubiquitous computer mouse and

graphics icon systems which are

based on technologies first

described in the mid-1960s.

If tiny BioControl Systems in

California's Silicon Valley has

its way, people will soon control

computers by moving their eyes

and “thinking” commands.
BioControl says it has

developed a technology that links

the human nervous system to

a computer. Its BioMnse system

can be programmed to interpret

the user's biosignals - tiny

electrical signals produced by

the human body's nervous

system.
These can then be used to

control a computer or anything

controlled by one. Surgical

equipment, for example, could

be controlled by a surgeon’s eye

movements, allowing for delicate

work to be performed.

But what if the surgeon is

distracted by something and looks

elsewhere? Not to worry, says

Anthony Lloyd, executive

vice-president of BioControl

Systems.
“The surgeon could simply

clench his Jaw. That would be

tbe signal that would disengage

the system, allowing the surgeon

to move his eyes without danger

of doing something unwanted.”
A lightweight headband is

worn, much like a sweatband.
This contains a row of gel-based

sensors which pick up and
amplify signals from the nervous

system and send them through

a wireless connection to the

BioMnse box. The BioMnse
contains a powerful,

eight-channel, digital signal

processor which interprets the

bioszgnals and maps them to

whatever result the application

requires.

In one demonstration, the

BioMnse is programmed to

interpret the biosignals associated

with moving the eyes to control

a musical synthesiser. The user

produces musical sounds by-

closing and opening the eyes,

and moving them from side to

S
''rbe BioMnse can also interpret

brain wave activities and be

programmed to respond to

different brain wave states, r

raising the intriguing possibility

that users could “think"

commands. This is the focus of

a research project at the

University of Illinois which is

using BioMnse technology to

allow users to try to produce

words on a computer screen by

simply thinking them.

BioMuse will also respond to

muscle activity, allowing severely

disabled persons to control their

wheelchairs or other equipment

through tiny muscle movements
picked up by sensors mounted

in a leg-band or arm-band.

With forearm-based sensors,

the BioMnse system could allow

hand gestures to control a
computer. This conjures up the

intriguing possibility of

frustrated computer users telling

their computers exactly what

to do with a simple band gesture.

Twenty organisations,

including the US navy, US
medical research laboratories

and universities, have paid ..

$10,000 (£7,142) for research and
development licences to use the

BioMuse technology in various

applications. There is also

considerable interest from
European organisations, some
of which have bought licences.

These include Volvo Research

in Sweden. Pigreco, an Italian

animation company, and the

University of Barcelona.

“There is a huge number of

potential applications for this

technology,” says Lloyd. “The
next step is reducing the BioMuse
box to the size of a chip that can

be mass produced.”
Lloyd adds that a large Silicon

Valiey-based chip manufacturer
is interested in producing the

BioMuse chip.

By shrinking tbe box’s circuitry

on to a chip, the BioMuse
technology could be made cheap
enough for a wide number of

mass market applications.
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Cinema/Nigel Andrews

Family values
distorted

>993

ARTS
13

We have heard
much about fam-
ily values
recently. Across

me land, wild untamed Conser-
vatives have inveighed sgamw*
single parents and their drain
on the nation's money and
morals. The media have fa>fcpn

up the theme; clerics have
cried “YesP or “No!": and dvij-

«
isation has stood on tiptoe,
awaiting the verdict.
Now here is a film on the

subject.
.
But Andrew Birkin’s

The Cement Garden, based on
Ian McEwan's novel, addresses
the theme of family values (at
least the Tory-hallowed ver-
sion) much as a wrecking ball
might address a cathedral
There is dying Mum (Sinead
Cusack), soon to be buried by
her children in the cellar.
There is Dad (Hans Zischler),
taken off by a heart attack
while eccentrically cementing
over the garden (“It'll be that
much tidier"). And there is

teenaged son Jack (Andrew
Robertson) who grows out of
his narcissist pleasure in mir-
rors to enjoy a fuDblooded het-

erosexual liaison with his sis-

ter (Charlotte Gainsbourg). Did
we mention the younger sib-

lings, Sue and cross-dressing
Tom? Just as welL
Slouching toroids Britain to

be bom, this film has already
won a brace of festival prizes
including Best Director at Ber-
lin. Birkln comes to it after one
stylish, star-crossed previous
feature Burning Secret. (The
star who crossed it was Faye
"Ready for my fiftieth

close-up” Dunaway). Here he
<Wias compromised not a jot. The

movie is a picture of Hell that

ij. keeps shimmering, like thosew trompe I’oeil double-image post-

cards, into a glimpse of
Heaven. The images range
from bilious sunsets to interi-

ors as grey and grungy as last

month's cheese. The dialogue
hag a gnomic, comic gaucherie
enhanced by its sense of semi-
detachment bom some of the

foreign players. (This is a Ger-

man-French-English co-produc-
tion.) And the film's loopy
serenity, against many odds,
becomes a joy.

Even the in-your-face nepo-

tism of the casting; with Bir-

kin’s son and niece (Mile
Gainsbourg) in leading roles,

seems right in this tale of

cabin fever domesticity spiral-

ling Into incest. For thg reason
the children conceal Mum's
corpse in cement is that they
hope to stay together and
avoid orphanages. But the fam-
ily that stays together may end
up doing a lot of other thmms
together.

Like any McEwan story, The
Cement Garden has a cinegenic
eeriness alive with surreal inci-

dentals. Biridn places the fami-
ly's house, a concrete box in
British Baohaus style, in a
weed-and-rubble wasteland
that might have been designed
by T.S. Eliot. Here the charac-
ters come and go, talking of
emotional vertigo. And the
sense of existential eadpn«< -
not so much a programme for
revolt, more a slow dive info

hedonism as a sweet and least-

resRance way of life - is con-
veyed by the laid-back, per-
fectly judged performances.
Indeed the marvel of The

Cement Garden is its poker-
faced detachment. Biririn asks
no questions, gives no answers,
tells no lies. He is a fly on the
wall - one of several - in a
household where human
nature and human order,
deprived of parental censure, is

returning to basics. Strip away
civilisation as we know it, sug-

gests the movie, and boys will

be boys, girls will be girls and
each, more than likely, will
end up trying to be the other.

*
Anthony Mmghella’s Mr Won-
derful is more upbeat about
family values. Like the Tories
the movie curses the unmarr-
ied state, but as much for

money reasons as for moral
ones. Alimony-stung blue-col-
lar worker Matt Dillon cannot
get out of the financial hole he
is in. (Cue symbolic shots of

him in a hole in the road work-
ing for New York’s electricity

company Con Edison). He
wants to join his mates in a
money-making enterprise:
rebuilding a derelict bowling
alley. But look! His pockets are

empty and ex-wife AnnabeHa
Sriorra will never let him off

the maintenance hook while
«hp remains unmarried.
Llghtbulb idea! What if Dil-

lon finds a -“Mr Wonderful” for

her? Then he can live happily

ever after with Ms girlfriend

(Mary-Louise Parker), phis his

bowling alley buddies anri lots

of money.
After Minghella’s Truly,

Charlotte Gainsbourg and Andrew Robertson in "The Cement Garden’

Madly, Deeply, this film is

truly, maddeningly shallow.
Taking over an original script

by Amy Schor and Vicki Polon,

the British playwright-film-
maker has first endorsed its

sentimental excesses and then
allowed composer Michael
Gore to poor musical syrup
over it (warbling, wall-to-wall

jazz). Worse still, whenever
Dillon, Sriorra and Parker look
like establishing a base-camp
adequacy with their roles,

Minghella brings on support-

ing star William Hurt, who
strides past them with goggles
and pitons towards the peak.

Hurt is superb as Sriorra’s

current boyfriend: a sad-sack
college professor who knows
that his older, married status

sentences him to an unspecif-

ied hour of doom. Listen to the
fffetimg of caustic despair in

his pronunciation of the word
“Gus!” (Dillon). Watch his face

grimace with irony as be com-
ments on Dillon's IQ: “He’s not

exactly plagued with ideas, is

he?” For of course Sciorra’s

real Mr Wonderful - we can
see it coming from the other

side of New York State - is

none other than her ex-Mr
Wonderful, Mr Dillon. Cue con-
trived reunion, climactic tears

and even more of that war-
bling Jazz music.

*"

The first ever professional
review I wrote was of a 1989

film called Marlowe. It starred

THE CEMENT GARDEN
(18)

Andrew Birkin

MR WONDERFUL (12)
Antbooy Minghella

DRAGON - THE BRUCE
LEE STORY (15)

Rob Cohen

ONCE UPON A FOREST
(U)

Charles Grosvenor

HOMEWARD BOUND
(U)

Duwayne Dunham

MANUFACTURING
CONSENT

Peter Wintonick and Mark
Achbar

James Gamer as Chandler’s
gumshoe, but neither T nor'
anyone else back then noticed

Gamer. The film was stolen in

a small role by a yowling, kick-

ing, seemingly stark-mad Ori-

ental called Brace Lee. Here
was a young actor born to defy

gravity, smash furniture and
imitate the searing cries of an
fanpainri banshee.

This debut movie does not
figure in Dragon - The Bruce
Lee Story. But then neither
does much else of interest.

Faithful to Lee’s wife's official

biography, it stomps blandly
on from one career crossroads
to the next as our hero, played

by the unrelated Jason Scott
Lee, climbs from Hong Kong
poverty to Hollywood glory.

Tim fight scenes are frequent

and daft The rqmantic scenes
are frequent and dull. And
when Robert Wagner wanders
into the plot wearing an indus-

trial-strength suntan and gold

medallion - sign-language for

“bigshot film producer" - one
senses the entire movie sink-

ing slowly into oblivion.

Lee deserves a good film- His
legend is among the weirdest
of modern times: even his gift

for early mortality (he died at

32) being handed on dynasti-

cally to Ins actor son Brandon,
shot dead this year by mysteri-

ous accident on a film set But
Dragon is not a biopic, more a
large glossy PR brochure
punched with sprocket-holes.

Once Open A Forest is about a
hedgehog, mole and mouse
who trek across a forest poi-

soned by a chemical spill to

find medicinal herbs for a
dying badger. It is - you
guessed - an animated feature.

But "animated" hardly seems
the motjuste for this latest eco-

lecture from the industry that

brought us FemGuHy: The Last
Bain Forest. Winsomely char-

acterised, dully scored, it relies

on two guest voices - Michael

Crawford’s as old Cornelius
Badger and Ben Vereen as a
hot-gospelling marsh bird - to

kick it into life for two brief

song-and-dance numbers.
Better is Homeward Bound

The Incredible Journey. Here
the guest voices are Don
Ameche, Michael J Fox and
Sally Fox. dubbing real not car-

toon animate Two dogs and a

cat, sundered from their

human owners, set out home
across hundreds of miles of
danger-infested Sierra Nevada.
For rinrrih animate they deal

in a lot of smart dialogue. "I

hate fast food” cracks the Fox
dog as a breakfast-earmarked
rabbit hightails out of his

reach. But then 30 years have
gone by since Disney first

filmed this story, based on
Sheila Burnford’s noveL We
now have an entire generation
of streetwise, short-attention-

span brats who if the animals

do not talk will probably rush
straight from the cinema and
back to their Nintendo games.
What would Professor Noam

Chomsky, prophet of our com-
munications era and America’s
favourite them-in-the-side radi-

cal, make of It all? Find oat in

Manufacturing Consent. I

found this 2%-bniir docu-por-
trait riveting even though I dis-

agree with nearly all Chom-
sky's views. The film has been
seen before on TV. but not at
this uncut, unexpurgated and

wholly unboring length.

T
he evening could not
have had a more
unpromising start,

Yury Grlgorovich's
Ballet of the Bolshoi Theatre, a
troupe of young dancers cho-

sen from schools and compa-
nies across Russia, was
embarking upon a brief
regional tour. The Corn
Exchange H»n in Cambridge is

un-raked. so that even from my
privileged placing, feet were
often invisible. The curtain

rose - after a false start - and
there we were at the court of

King Lurex XTV. The pro-

gramme book (coloured pic-

tures; no details as to casting:

price £4) alleged that this was
a “suite" from The Sleeping

_ . What we saw was the

first act garland waltz, most of

the wedding scene (with a cou-

ple of vicious musical cuts: the

score is taped), and a -stage

flinmly decorated, not least by
pudding-faces in tinsel crowns,

uneasy expressions, and cos-

tumes which I think I recog-

Balldt/Clement Crisp

Grigorovich's young dancers
nise from Grlgorovich’s Swan
Lake, who must deck the edges

of the action and pretend to be
regal or courtly In their Mary
Pickford wigs and
reach-me-down robes.

I would venture that in no
other theatre art are perfor-

mances of the staple repertory

so brightly and unwarrantedly

optimistic as in ballet. Incom-

petents trip about, gulling a
public into supposing they are

seeing Swan Lake, or similar

hues for the unwary, in pro-

ductions of miserable inepti-

tude. These grand ballets are

opera house fare, demanding
dancers of the most serious

accomplishment, and stagings

respectful and Imaginative.

Anything else is an insult to

the work, to the audience, and
to the art of ballet itself

This Beauty was, shall we
say, unlikely. Yury Grigorov-

ich, whom I admire tremen-
dously for what he has
achieved during three decades

as master of the Bolshoi Ballet
- through periods of political

and artistic stagnation and
uncertainty he has kept the
company vital - loves and hon-

ours the classics, as we know
from his productions. His
young troupe does not possess
artists able as yet to make
sense of Beauty’s massive
demands, in technique or style.

The Aurora (Elena Kni-
azkova) was a soubrette; the

Bluebird was a spin-

dle-shanked youth who looked

as if he should have been in

bed hours before - in a few
years time he may Indeed
become a Bluebird, but at the

moment he is physically imma-
ture. The other dancers
marked time Qf corps de ballet)

or dashed off their solos as if

eager to get them over with.

Only the Lilac Fairy (Natalia

Bashkatova) suggested some-
thing radiant and apt for the
ballet

By the interval I wondered if

flight were not the most hon-
ourable critical response. Duty
prevailed. I stayed, and I was
glad I stayed. The second part

of the evening brought diver-

tissements from the traditional

repertory which made sense of
Grigorovlch's idea of a
"young" ballet and of the sub-

text of the evening, which is

the Russian heritage of classi-

cal training a™* performance.
The dancers suddenly looked
hke dancers, at ease with their

art Interpretations were, in
the main, rewarding. The rep-

ertory was predictable - Black
Swan: Don Quixote of course, -

but offered one gem in The
Naiad and the Fisherman
which is a not wholly suspect

survivor from the 1850s. It was
made by Jules Perrot in St.

Petersburg. How it has sur-

vived (and how much has sur-

vived) can be debated: but its

steps, like its Pugni music, are
pretty and credible without
being egreglously quaint, as
six girls and two boys sur-

round a principal couple with
bright buoyant dances. I liked

Maria Mosina and Audrey
Evdokimov as they sparkled

through it, just as I admired
Tatiana Ledovskikh in the
third act duet from Swan Lake.
to which she brought mature

understanding and a sense of

theatre. Some of the bravura
tricks fell apart This did not
matter: ^ gave us a true and
distinguished interpretation.

The young also romped
through the tango from The
Golden Age - kittens playing
at being naughty tigers - and a
couple of other numbers. More
enthusiasm than polish at

times, and some dubious
playing to the public, but per-

formances were life-size. So
much of the ballet we see in

Britain looks polite, pinched,
scaled down to fit into notions

about the niceness of classical

dancing as an activity for little

girls. Yury Grlgorovich’s
young show us that it is an art

to which you must give your-

self without reserve, and with
joy.

The Grigorovich Ballet can
been seen in Eastbourne on
October 20; then in Jersey on
October 22, 23, and in Cork on
October 28^30.

Theatre

Pacific Overtures

T
he Leicester Hay-
market has acquired a
reputation as one of
the country's leading

homes for musicals; and thfa

staging of Stephen Sondheim’s
1976 musical Pacific Overtures
shows you why. The large com-
pany, with 16 performers
playing several roles each, per-
forms on a high level, Paul
Kerryson’s staging is deft and
eloquent, and Charles Cusick-
Smith’s designs are striking.

Pacific Overtures (best
known in this country from an
English National Opera stag-

ing) portrays the events of
1853, when, after 250 years of
isolation, the Japanese first

established contact with West-
ern society. The central irony
is that the tale is told as if

from the Japanese point of
view, and illustrated with key
features of Japanese theatre:
oonegata, whereby female
roles are played by men;
kabuki whose bold maqufllage
and coiffures are employed,
even for the American charac-
ters; and bunraku, whereby
certain silent figures in black
attire behave like puppeteers.
There are many shrewd

musico-dramatic strokes.Per-
haps the most telling is the one
in which three British sailors

climb over a wall and accost a
young Japanese woman. The
trio they sing at her is gentle,

plaintive, and its overlap of
three separate voices is exqui-
site. Such delicacyl But what
they are attempting is rape,

and she (played by a man) sits

there in the middle of her trap,

trembling in terror all the
while. Elsewhere, the story
Sondheim tells is multi-faceted,

with scenes of comedy, love,

grief, and conflict.

The Leicester staging is vir-

tually flawless. Russell Dixon
takes the central role of narra-

tor and Shogun with com-
mand. Amid the excellent sup-
porting cast, three are
outstanding: Scott Davies as
Kayama (a minor official cata-

pulted into the forefront of
international negotiations),

Michael Heath as the Shogun's
knowing mother (“Chrysanthe-

mum tea”), and Peter Edbrook
as a madam training her
“girls” to receive the invading
Americans. The only flaws are
that “Pretty lady" should be
more mellifluous, and the big
dances lack variety.

And yet, and yet . . . The
more Sondheim you know, the
less there is. I acknowledge his
finesse and his urbanity. Bat
oh, how all those smart little

cycles of clever workiweariness
weigh one down. So many
rhymes are insistently milked.
So many lines are just four,

six, or right syllables long. So
many phrases are strings of
evenly weighted syllables until

the fast is prolonged.

Sondheim is often praised for
steering his idiom clear of the
rock musical. True, Sond-
heim's urbanity is a cut above
the crudities of Les Mis or
Phantom. But what are you to

make of a modern musical
compcwpr who not only does
not rock but also cannot even
swing? He seems both glib and
repressed. Pacific Overtures
has plenty of japonaiserie -

plus minimalism of a generally

exotic type; but these features

are only skin deep* Au fond,
Sondheim's musical style is

just an ever so refined version

of old vaudeville formulae. The
overall effect is sophisticated,

trite, and, above all, anaemic.
Sometimes, listening to

Pacific Overtures, I thought
“This is his best musical" 1

would not, however, care to

work out which is his worst.

Or to calculate what little dif-

ference there is between the
two. Bygone innocence is for-

ever counterposed by present

dissatisfaction. Nostalgia and
cynicism rule. The modernisa-
tion (Americanisation) of world
culture that afflicts Japan here
is the same as afflicts art in

Sunday in the Park. Worse,
Sondheim's characters lack
force and scale. Beneath all

that polish lies a depressing
meagreness of spirit

Alastair Macaulay

At the Haymarket Theatre,
Leicester, until November 6

Mr and Mrs Nobody

P
ooter is the very
model of John Major's

diary in Private Eye.
Here Is a convention-

ally decent man recording
every day events in a slightly

complacent way while not
wholly understanding what is

going on around him.
Shaming admission: 1 had

not read The Diary ofa Nobody
until 1 was doing my home-
work for this play. Everything
that has been said in praise of

the book, which began as a
series of diaries in the late 19th

century Punch, is absolutely

right. The book is brilliant

The trouble with Mr and Mrs
Nobody, the stage adaptation

by Keith Waterhouse, is that it

is Mrs Footer's Diary as well as

Mr's. As Waterhouse freely
admits, he was at least as

intrigued by Carrie Pooler as
by her husband. Charles. So he
devised the wife’s diary to go
along site the original "with
the two journals fighting it

out so to speak, as they pro-

vide often conflicting accounts

of the samw event”.

This is a fatal mistake. Pri-

vate Eye has shown that you
must choose one partner or the

other. With Harold Wilson you
chose Mary;with Margaret
Thatcher it was obviously
Denis, and with the Majors It is

John. The result is a oneeyed

view of tire world, hut amus-
ing, ironical and often percep-

tive, just like Footer.

The Waterhouse version is

not new. It has a six month
ran at the Lyric in Shaftesbury
Avenue in 1986, starring Judi
Dench and Michael Williams

The 1993 revival stars no less

than Patricia Routledge and
Clive Swift. And the lovely
Richmond Theatre was packed
with expectation.

Seldom has one heard so few
iflnph.Q in a show designed to

amuse. Not much pathos in the

Pooter life either. The few good
scenes are concentrated on
songs around the piano: they
could come from anywhere.
Times, fashions change. Mr

and Mrs Nobody may have
worked in 1986. What Ms Rou-
tledge and Clive Swift are
doing in a piece like this,

directed by Matthew Francis of

the excellent Greenwich Thea-
tre, and produced by Duncan C
Weldon who has an eye for the

West End, in the year 1993 is

beyond comprehension. So
many talents; so few rewards.

The production ought to be
stopped in its tracks before
there is a real disaster.

Malcolm Rutherford

Richmond Theatre nntfl Satur-

day. (081) 940 0220
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m ATHENS

Megaron Concert HaB Tomorrow.

Sat pianist Dmitri Sgouros and
Borodin Quartet play music by

Brahms, Cftausson and Stravinsky.

Mom ERT Natrona! Symphony
Orchestra. Oct 29: Viktoria Muitova

violin recital (01-728 2333/01-722

5511)

BOLOGNA

te Kanawa song recital. Sat Pinchas

Zukerman, accompanied by Marc
Nriloug, plays violin sonatas by

Mozart, Beethoven and
Mendelssohn. Nov 1: Myung-Whun
Chung conducts Orchestra of La

ScaJa Milan (301 6943)

Gran Teatre del Licett Next Wed:
first night of Giordano’s Fedora,

with a cast led by Mirefla Freni and

josd Cameras. Further performances

Oct 30. Nov 3, 7, 10, 13 (tel 412

3532 fax 412 1198)

FLORENCE

Teatro Communate Tomorrow,

Sat, Sun afternoon: Georges PrStre

conducts Webern's fm Sommerwind

and Mahler’s Das Lied von der Erde,

with Anne GJevang and GOsta

Wlnbergh. Next week's concerts

are conducted by John Nelson. Nov

1: Daniel Barenboim piano recital

(055-277 9236)

LONDON

Teatro Communate Tomorrow and

a Sat Christian Thielemann conducts

-Beethoven’s Sixth Symphony and

ampahms’ Fourth. Next weak:

Thielemann conducts Stravinsky

and Richard Strauss. The opera

season opens on Nov 27 with

Puccini's Trfttico PgBetteria, Ente

\~t Autonomo Teatro Communate dl

Bologna, Largo Respighi 1. 40126

K Bologna. No telephone bookings,

hl-f; ."'<5 For information, call 051-529999)

(f}0 m BARCELONA

Patau de ta Musica Tonight Kiri

theatre
• Machinal: Fiona Shaw stars

in Sophie Treadwell's 1928 classic

of the American avant-garde, abort

a woman who tries to break free

from the pressures of a mechanistic

world. Directed by Stephen Daldry

In the Lyttelton (National 071-928

2252) .

• David Hare Trilogy: a three-part

examination of major British

institutions, presented In the Olivier

Theatre by a single company of

actors directed by Richard Eyre.

The Absence of War, Murmuring

judges and Radng Demon can

be seen individually - or aH on the

same day on Oct 23, 30, Nov 13
and 20 (National 071-928 2252)

• . Wallenstein: 11m Afbery has
condensed Schiller's trilogy for this

RSC production in The Pit (Barbican

071-638 8891)
• Exact Change: European
premiere of David Epstein’s new
comedy about a trio of New Jersey

restaurateurs who become
embroiled in theft, kidnapping,and
dentistry. Opens on Mon (Lyric

Hammersmith 081-741 2311)

OPERA/DANCE
Covent Garten The main event

this week is the premiere by the
Royal BaSet on Sat of new
choreographies by Matthew Hart

(music by Brian Bias) and WHIiam
Tuckett (music by Ravel). In a mixed
bid with a new production of WHIiam
Forsythe’s Herman Schmerman
(with Sylvie GuBem) and a revival

of Kenneth MacMillan's Different

Drummer (repeated Oct 26, 27, Nov
10, 16, 24). MacMillan’s production

of Romeo and Juliet is revived on
Oct 29 with Viviana Durante and
Irek Mukhamedov. The Royal

Opera's repertory consists of a
revival of John Cox's production

of Yevgeny Onegin conducted by
Mark Ermfer (with Dmitri

Hvorostovsky and Catherine

Malfitano), Mozart's Mftridate (with

Jochen Kowalski, Luba Orgonasova
and Ann Murray) and a new
production of Meistereinger

conducted by Barnard Haitink and
staged by Graham Vick, with John
TomDnson, Thomas Allen, GOsta
Wlnbergh, Dean van der Walt,

Nancy Gustafson and Anne Howells
(071-240 1066)
CoEseum English National Opera's
repertory consists of Graham Vick’s

production of The Rape of Lucretia

(with jean Rigby, last performance
tonight). Jonathan Milter’s

production of U barbiere dl SivIgHa

(with Alan Opie as Figaro) and a
new production of La boherne,
conducted by Noel Davies and
staged by Steven Plmlott (final

performance next Wed). Vick's

production of Le nozze dl Figaro

is revived next Thursday (071-836

3161)

CONCERTS
South Bank Centre Tonight:

Leonard Slatidn conducts
Phflharmonla Orchestra in works
by Haydn, Weber, Liszt and
Tchaikovsky, with piano soloist

Alfred Brendel. Tomorrow: Barry

Wordsworth conducts LPO in Elgar,

Delius, John Rutter and
Tchaikovsky. Tomorrow (QEH): Ivan

Fischer conducts Orchestra of the

Age of Enlightenment in works by
Krommer, Kozeluch and Benda.
Sat: Ute Lemper. Sure Peter

Maxwell Davies conducts RPO in

Holst, Maxwell Davies and Vaughan
WllUams, with violin soloist Gyfirgy

Pauk. Sun (QEH): Alban Berg and
pianist Rudolf Buchbinder play

chamber music by Dvorak and
Janacek. Tins: JM Beiohiavek

conducts LPO in Dvorak and
Janacek. Tuas (QEH): Hagen
Quartet Week Michael Schoenwandt
conducts Philhamiania Orchestra

in Dvorak and Brahms, with piano

soloist Alfred Brendel (whose next

concert Is on Nov 4). November
1: Vienna Philharmonic Orchestra.

November 3: Maurlzio Pofllnl

(071-928 8800)
Barbican Tonight Siberian National

Folk Dance Ensemble. Tomorrow:
David Atherton conducts London

Sirrfonietta in works by Stravinsky,

Strauss and Robin Holloway. Mon:
London Soloists Chamber Orchestra

plays Beethoven programme, with

soloists including JID Gomez. Tues:
Stephanie GonJey directs ECO in

Vivaldi, Corelli and Dvorak, with

recorder soloist Mtchala Petri. Wed:
London Ghana Choir in Handel's

Messiah (071-638 8891)

MADRID

Aldo Ceccato conducts Spanish
National Orchestra tomorrow, Sat
and Sun at Auditorio Nadonal de
Musica, music by Bach, Stravinsky

and Tchaikovsky. Next Tues:

Gundula Janowttz song recital

(pi -337 0100).

Next Wed at Teatro Unco La
Zarzuela: Martha Graham Dance
Company gives first of five

performances, opening a two-month

(fence season (01-429 8225)

PRAGUE

• Andrew Litton conducts Czech
Philharmonic Orchestra tonight and
tomorrow at Dvorak Hall In works

by Richard Strauss and
Tchaikovsky. Sat Jean-Phifippe

Collard piano recital. Next Tubs:

Vladimir Vaiek conducts Czech
Radio Symphony Orchestra in works

by Schumann and Petr Eben
(02-288 0111702-232 2501)

• For pre-booking and information

about other events, contact city

centre ticket agencies (Sluna,

Wenceslas Square 28 In the

passage, tel 02-261602, or Bohemia,
Na Prikope 16, tel 02-228738, or
Melantrfch, Wenceslas Square 38

in the passage, tel 02-228714) and
theatre box offices.

Tickets can be ordered from abroad

through Bohemia Ticket

international, Salvatorska 6, 11000
Prague 1 (fax 02-231 2271)

ROME
Daniels Galt' conducts Verdi's

Requiem tonight. Sat and Sun at

the Accademta Nazkxiale di Santa
Cecilia, with soloists AprUe MKio,

Florence Quivar, Sergei Larin and
Roberto Scandiuzzi. Oct 30, 31,

Nov 1, 2: Giufini conducts Franck
and Debussy (06-678 0742)

STRATFORD

Two new Royal Shakespeare
Company productions open over
the coming week, agar’s Rondo,
David PownaU’s new play about
the inner doubts of the greatest

English symphorast, is directed by
Dl Travis, with Alec McCowen in

the title role. Now in previews in

the Swan Theatre, opens next Tues.

The second new production is

Shakespeare’s glittering comedy
Love’s Labour Lost directed by
lan Judge in the Royal Shakespeare

Theatre. Previews from tonight,

opens next Wed (0789-295623)

VENICE

The next opera production at the

Fenlce is Der Rosenkavalfer, opening

on Oct 31 with a cast led by Felicity

Lott, Anne Sophie von Otter, Artur

Kom and Barbara Bonney (041-521

0161)

ARTS GUIDE
Monday: Berlin, New York
and Paris.

Tuesday: Austria, Belgium,
Netherlands, Switzerland,
Chicago, Washington.
Wednesday: France. Ger-
many, Scandinavia.

Thursday: Italy, Spain.
Athens, London, Prague.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(All times are Central Euro-

pean Time)

MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.

Super Channel: Financial

Times Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports

2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times

Reports 0530
Saturday Super Channel:

Financial Times Reports
0930
Sky News: West of

Moscow 1130; 2230
Sunday Super Channel:
West of Moscow 1830
Super Channel: Financial

Times Reports 1900
Sky News: West of

Moscow 0230; 0530
Sky News: Financial Times
Reports 1330: 2030
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A bite at an
American giant

International

Business Ma*
/ T'^l chines has

/ !. v. \ been crippled

[
hy arrogance,

stupidity and

BOOK CJS
Review writes Paui

Carroll. The
computer giant, long revered
as a model of American enter*

prise, has been brought to its

knees by managers so intent

upon outmanoeuvring each
other that they lost touch with
the realities of the market-
place. he maintains.

In Big Blues, the Unmaking
of IBM, Carroll portrays IBM
at its worst, skimming over its

achievements and emphasising
its supposed mistakes. He ridi-

cules Individual IBM execu-
tives and dismisses them col-

lectively: IBM is. he writes,

“like a music-publishing com-
pany run by deaf people".

The book is so one-sided

that, as one independent indus-
try observer says: “The reader

is left with the impression that

the only good IBMer is a dead
IBMer . . . the rest are either

bad or ugly or stupid."

Carroll's perspective has
been shaped heavily by IBM's

critics. He cites in his acknowl-

edgments “senior people at

Microsoft”, IBM's rival in the

personal computer software
market, as well as former IBM
employees, many of them
embittered at losing their jobs.

IBM refused to co-operate with
Carroll.

Thus, Big Blues provides, for

example, accounts of meetings
between Bill Gates, Microsoft

chairman and chief executive,

and IBM executives. The CBM
executives are portrayed as

clumsy, whereas Gates, seem-
ingly, can do little wrong.
Not that IBM does not

deserve criticism. Even within

the company, few would now
deny that its cumbersome
management structure has
hampered its ability to adapt
to changing market conditions.

Unfortunately, however, the
author never properly explains
the underlying causes of IBM’s
falling revenues, losses and
high debt charges.

The roots of IBM's problems
lie in the developments in com-
puter technology that have
slashed computer prices and
lowered makers’ margins.

BIG BLUES - THE
UNMAKING OF IBM

By Paul Carroll

Cw» Publishers Inc,

375 pages, AM

The PC was initially a boon
for IBM, boosting its revenues

and profits to record levels by
the mid-1980s. However, as low-

cost PCs began to account for

an increasingly large portion of

most companies’ spending on
information technology,

growth in the more profitable

mainframe sector - IBM's core

business - slowed.

PCs seldom directly replace

mainframes, but by performing

tasks that might otherwise
have required mainframe
upgrades, they, in effect, limit

growth in the mainframe mar-

ket, intensifying competition
and putting pressure on prices.

The average price of an IBM
mainframe has declined by
more than 40 per cent over the

past 12 months, according to

industry observers. This, more
than any other factor, accounts

for the company’s decline In

operating earnings.

Carroll, however, concen-
trates on IBM’s relatively lack-

lustre performance in the PC
market - and plays down the

problems of adjusting to the

decline in mainframe profits.

His theme is the “rise and fall

of the (IBM) PC and the rise

and fall of IBM that went along
with it".

IBM’s biggest failing has
been to “squander its opportu-

nities to turn the PC, or any-

thing else, into a business that

would wax as mainframes
waned”, he writes. If IBM had
held on to a larger share of the

PC market, its PC operations

could be more profitable, com-
pensating for declining main-
frame profits, he implies.

This might have been
achieved. Carroll asserts, if

IBM had only had the pre-

science not to allow Microsoft
to license the DOS PC operat-

ing system program to other

PC makers. This mistake, he
reckons, has cost IBM more
than Si5bn a year in revenues
by giving hundreds of compa-
nies an opportunity to sell

“clones" of its PCs that can
run the same software.

But the flaw in his argument
is to assume that if Microsoft's

MS-DOS had not become an

industry-wide software stan-

dard, IBM would have been

able to dominate the market

and reap the rewards. Many
would argue that the growth of

the PC sector is in large part

due to the availability of thou-

sands or applications programs

that can run on PCs from
many different manufacturers.

Apple Computer, the one PC
maker that has stuck with its

own software - the strategy

that Carroll would have had
IBM follow - trails IBM in

terns of market share.

Still, this argument provides

Carroll with an excuse to

devote much of his book to

describing how a “bunch of

kids” from Microsoft outwitted

the managers of Big Blue.

When the Microsoft-IBM rela-

tionship began in 1980, he
points out, “IBM had 340,000

employees. $27bn of assets,

$26bn of sales and $3.6bn of

profits, while Microsoft began
the relationship with 32 people

and little else. IBM still found
a way to lose."

Only in brief reference to the
feelings of former IBM presi-

dent Jack Kuehler, does Car-

roll allude to the possibility
that Microsoft might owe
much of its success to its part-

nership with IBM. Gates and
IBM finally parted company
last month when their agree-

ment to work together on PC
software expired.

Neither is Carroll inclined to

dwell on the fact that IBM’s PC
business is now winning mar-
ket share from its competitors.
IBM PC unit sales are esti-

mated by industry observers to

have risen by more than 30 per
cent this year.

Yet even If IBM were to tri-

ple its PC sales, the problem
would remain: its worldwide
operations were built to make
and sell computers that
returned a gross profit margin
that is no longer attainable. To
remain viable it must cut jobs.

Big Blues throws light on the
inner workings of one of the
most complex corporate insti-

tutions in the world. It also

contains an important lesson

for all corporate managers: to

remain focused on external
competitors and not allow
internal politics to consume
their energies.

S
ome recessions are said

to be “home-made”.

But if there is one sure

feature of the recent

faltering in the British recov-

ery. it is that it has been made

abroad. The key factors are the

continued decline in the Euro-

pean economies, which consti-

tute Britain's principal export

markets, and the slow and hes-

itant nature of any recovery

that may be taking place else-

where in the world.

No clever manipulation of

domestic budgetary or mone-

tary policy will allow Britain

to contract out of events in

Europe or the wider world,

whatever the Euro-sceptics

may wish. Meanwhile a simple

programme* for European
revival has been presented by
none other than the interna-

tional financier, George Soros.

His success in speculating
against sterling in the face of a

wide-open opportunity should

not elevate him to the status of

prophet; nor should it cause

his policy proposals to be sniff-

ily brushed aside. They deserve

a hearing on their merits.

His first suggestion is that

the French authorities should
take advantage of the disap-

pearance of the narrow ERM
band to reduce short-term

interest rates now by about 3

percentage points. This should
preferably be done in conjunc-

tion with other members of the

ECONOMIC VIEWPOINT

How to cope with

the slowdown
By Samuel Brittan

The Bundesbank
proposed wider
ERM margins
several months
before the crisis

Louise Kehoe

ERM and with a negotiated

extension to two years of the

French debt to the Bundes-
bank, arising out of this sum-
mer’s support operations.

A reduction in French inter-

est rates has been proposed fre-

quently enough. But a newer
element is provided by the sec-

ond Soros suggestion that the

resulting appreciation of the

D-Mark, and the consequent
weakening of the German
economy, would hasten the

reduction in German interest

rates. The net result would be
a European recovery, in which
Germany would eventually

join, and in the end a pattern

of exchange rates not far differ-

ent from that prevailing this

summer before the collapse of

the narrow ERM band.
It is however the financier’s

third proposal that differenti-

ates his package from the com-
mon run. This is that after

about two years some coun-
tries would be able to move to

a common currency directly,

without reinstituting the nar-

row bands. Thus the present

vicious circle of European dis-

integration could be turned

round into a virtuous one.

What is not generally known

is that the early stages, at

least, or something close to the

Soros package very nearly got

under way earlier this year.

For at the meetings of the EC
Committee of Central Bank
Governors, called to consider

the “fault lines" in the ERM
after Britain’s departure, the

Bundesbank proposed a tempo-

rary widening of the ERM mar-

gins. Because the proposals

were given the thumbs down
by partner countries, Bundes-

bank representatives never got

as far as proposing a specific

range. But what they had in

mrnri was something like a 6 to

10 per cent margin on either

side of the central parity. This

would have been enough to

give France and other coun-
tries much more room for man-
oeuvre on interest rates, with-

out destroying the medium-
term credibility of the ERM.

It was because of the rejec-

tion of this proposal that the

EC Central Bankers’ Commit-
tee, in common with the Mone-
tary Committee, issued a thin

report, suggesting no more
than minimum changes in the

ERM and implying that every-

thing would have been all right

if the UK had joined at an
appropriate exchange rate and
kept to the rules of the game.
German representatives had

another go during the fateful

weekend meeting of July 31

and August 1, called in

response to the tidal wave of

speculation that had hit the
French franc. As is known,
they proposed a temporary
floating of the D-Mark, while

allowing the rest of the ERM to

continue. The Netherlands
announced that it would stay

with the D-Mark and Belgium
threatened to do the same after

objecting to the German pro-

posal. What is not so well

known is that almost every
other ERM member, including

countries such as Denmark

PSBR projections
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and Ireland, threatened to
stick with the D-Mark. In that

case the French franc would
have been left to depreciate

alone, precisely the result that

the French prime minister,

Edouard Balladur, was deter-

mined to avoid because of his

no-devaluation pledge.

A tax suggestion

M eanwhile the Brit-

ish chancellor has
to consider what
to do in the face

of a large budget deficit, which
he cannot rely on righting

itself, and in the face of a frag-

ile UK recovery. The first con-

sideration points to financial

tightening and the second to

loosening, or at least doing
nothing.
Two remarkably similar

attempts have been made to

square this circle, one by the

Institute for Fiscal Studies in
its Green Budget prepared in

collaboration with Goldman
Sachs. The other has been

made by the Panel of Indepen-

dent Forecasters established

by the Treasury.

In the recent past, fiscal pol-

icy has been less potent than

expected and monetary policy

more potent But that does not

justify writing off fiscal policy

altogether. The Green Budget

authors do not support hysteri-

cal talk about an immediate
fiscal crisis. Nor. to be more
practical, does the lii percent-

age point reduction in

gilt-edged yields so far this

year suggest such a crisis.

Nevertheless if the debt ratio

is to stabilise at just over 50

per cent of GNP. which it Is

likely to reach by the late

1990s, then the Green Budget
estimates that the PSBR will

have to come down from its

present 8 per cent of GNP to

around 2 Vi per cent. (This
awnmps that inflation is also

2*/= per cent.) A similar target

estimate Is reached if the

object is to stabilise the net
assets of the public sector.

The Green Budget authors
suggest that a cumulative tax-

increasing package of £6bn

should be phased in. overtfe'

period up to 1996-97, but that

only, say, £lbn of tax increases

should be announced for nest

year. They also recommend

that there should be evon xaere

interest rate cuts if fiscal tight-

ening restrains the economy.
.

'

Several reservations mast be

registered, first, interest rated)

cannot be determined irtaspec"

tive of what is happenfog fo-'

other countries. Hie British

have already bad the cceoff

depreciation recommasled for

France by Soros. Second,. Nor,

man Lament already used ;h>

the maximum the Augustixrian

strategy of "fiscal virtue m [

not yet”, to the kune at£tifajf

per annum of tax increases in

the pipeline for the next: tiro

years. Further doses would

deepen consumer pessimism;

Third, the authors try too

hard to be shadow political

strategists for the Tories .Oft*- .

spective of their personal poBt- %

ical views). Hence their reluc-

tance to leave tax derisions for

later Budgets nearer an elec-

tion. Their main job should,

however, be to lay out impro-

priate economic policies before

going on to discuss how pofl-

tics may distort policies.

Fourth, the authors too •

quickly dismiss the question of.

spending reforms. Here agate,

the authors try too hard to be
’

politically realistic. But eventf .

worthwhile reforms cannot .

take effect in this parliament,

early legislation would cast a
shadow beforehand. .... jjs

In fact, a modest ameadmeaEw
to the Green Budget proposals

would transform them into

common sense. The Green
Budget argues for phasing out ;

mortgage interest relief and .

restricting the value of- the
.

main personal allowance tothe

20 per cent income lax starting

rate. Such changes have the

advantage of not increasing

the most conspicuous marginal

tax rates and - unlike VAT
widening - of not having a
knock-on effect on the RPL

If these changes are desir:
able for their own sake, why-
not announce a definite tbnejj:

table for them? But instead JflE

presenting them as net tax'

increases, the chancellor^
should leave open - and not“
just in the small print - the -

possibility of offsetting tax -

reductions if the economic situ-

ation either permits or
demands such cots. Of course,

UK mainstream economists
turn pale at the mention of tax .

cuts, even as part of a neutral

package. Another flavour
should be given to the debate.

A. 1
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* Prospect for European Disinte-

gration. Soros Foundation, 7th

Avenue, New York. NY 10196
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EC research leads to

practical spin-offs

Corporate capital creates •

adverse impact on Names

NEW BUSINESS

(ALL UNDER ONE ROOF)
Come and discover what makes Oman such a good partner for business
ventures at the Made in Oman Exhibition 26th - 30th October 1993.

From Dr Peter Dzwig.
Sir. I would like to agree

with Professor Whitty's letter

(October 20) and point out that
not only have the Alvey.
Esprit, Race and other pro-
grammes had valuable results,

they have been of benefit to at
least a part of the FT's constit-
uency; the financial commu-
nity.

Many in the community are
becoming aware of the implica-

tions for the markets of paral-
lel processing (much technol-
ogy for which was generated
through the above pro-
grammes) and are investiga-
ting it. Indeed, almost thre
years ago the FT carried a
piece on the application of par-
allel computing in the financial
markets: a system installed at
JP Morgan in London (Tech-
nology. November 2 1990). The
computer system underlying it

was a commercially available
product derived from the
Esprit programme.
Since the time of that article,

parallel processing has devel- I

oped somewhat, not least with
j

the entry of leading players I

such as ICL, Digital, IBM and
Tandem. The areas of applica-

tion have also become more
diverse, with a growing num-
ber in general commerce.
This centre is an example of

that While it devotes a large
part of its effort towards the
problems of the financial com-
munity, it is also working in
areas as various as planning
and scheduling, marketing,

,
management information

! systems, architecture and engi-
neering. These projects, which
are being carried out in close
co-operation with industry,
have practical, business-ori-
ented goals. Nonetheless, many
may ultimately rely for their
technological underpinnings,
whether hardware or software,
on products derived, directly or
indirectly, from the results of
the above programmes.
Peter Dzwig;

director.

The London Parallel
Applications Centre,
Queen Mary and Westfield
College,

Mile End Road,
London El 4NS

From Mr Alan JLeboff.
Sir. In spite of my children

and I having lost a fortune at
Lloyd's, and ignoring the pleas
of the chairmen of a number of
action groups, we submitted
our proxies in favour of the
chairman at Wednesday’s
meeting (and therefore in sup-
port of the introduction of cor-
porate capital) on the basis of
the many communications we
have received assuring us that
corporate capital is essential
for the health and future of
Lloyd’s and that it will in no
way adversely affect the inter-
ests of existing Names.
On Wednesday morning, I

received by post from my
underwriting agents a fuller
explanation for the substantial
and unanticipated additional !

cash call they made last week.
'

saying “The cash calls. . . stem !

from the decision of Lloyd’s to
I

discontinue cross lending by
Syndicates within the Lloyd's
American Trust Fund. . .in

anticipation of the arrival of.

Corporate Capital in 1994."

If asking me to pay yet more
money now “in anticipation of
corporate capital in 1994 Is not.

being affected adversely, what
would be? Tou may be sure
that had Lloyd’s made the

:

choice plain “vote for cotpo-
‘

rate capital and it will cost
you", we would have voted
against How do we get ti&j

across to those in power thenrr
is a limit to the money Names
can And and that should be T

their first priority, not the
shape in which Lloyd’s will-:

enter the 21st century?
Alan JLeboff,
Andelam,
South Park Crescent, ' ~

Gerrards Cross,

Buckinghamshire SIS SHJ

Why regulation often fails

Forty exhibitors drawn from Oman’s leading manufacturers and
trade ministries will be on hand to discuss and demonstrate the exciting

opportunities that exist for both trade and tourism.

Brunei debts about to be settled

Entry to the exhibition, which is open from 10:00am - 6:00pm,
is FREE plus there’s the chance to win a return air ticket to Oman,

courtesy of Gulf Air everyday.

For more information and to reserve your place at a special seminar
on doing business with Oman on Tuesday 26th October, call the

Arab-British Chamber ofCommerce on 071 235 4363 - today.

From Mr Jaini Abdullah.

Sir, Your article headed
“Brunei default on debts
alleged" (October 20) foils to

highlight the fact that this
matter concerning just £4,000
is within days of being settled.
While there can be no ade-

quate excuse for some of the
delays which have occurred, it
Is not true to say that our

promissory notes on behalf of
students are "worthless". We
are unaware of any “other
debts in the United Kingdom"
which remain unsettled.
Jaini Abdallah.
first secretary,

High Commission of Brunei
Darussalam,

19 Belgrade Square,
London SWIXSPG

From MrPH Toyman.
Sir, No doubt Inadvertently,

the letter from Mrs Cetia
Hampton, editor of Business
Law Brief (October 16), neatly
illustrates the irrelevance of
many regulations and the
desirability of cutting red tape.
She says that many people

are unaware of the risks of
using the same knife to cut
raw and cooked meats and that
the regulations aim to stop an
outbreak of food poisoning.
However, if people are Igno-
rant, no amount of regulation
will solve the problem.
A much better approach

would be a public information

campaign which would proba-
bly render much of the excess
sive environmental health Ieg-_

islation completely^
unnecessary. jjg
Unfortunately, the automatisP

reaction of many people* 16 ‘it.,

problem is to devise a reguia*’’

tion which, it is hoped, w2T
deal with the problem. 'Untfi
the government devises -

systems to overcome this auto-; !*

matte tendency, its deregula-.
tion initiative is bound to fell

short of its objectives. • ' .-*-‘7 *

P H Twyman,
Political Strategy,

11 Ftnsan Roadr
London SE5 9AX --->

j&*;QMAN,
Exhibition

arab-british chamber of commerce

Cynicism could obscure important debate on internal controlsFrom Mr Michael Chamberlain i finiv film (if itrt nia I .iv - _ 1

6. BELGRADE SQUARE. LONDON SVVI 26-30 OCTOBER

From Mr Michael Chamberlain
Sir, The unjustified cynicism

of Mr George Lapsley and Mr G
M Simon (Letters, October 8
and 15 respectively) about the
reasons underlying the recent
publication of draft guidance
on internal control threatens
to obscure what promises to be
an important debate in the
Financial Times.

First, the working group on
internal control is not "the
working party of the institute".
It comprises individuals put
forward by the ’hundred group
of finance directors’ and the
English and Scottish Institutes
of Chartered Accountants.

I Only two of its six members
! are in practice, the others are
directors.

The views expressed are
those of the working group and
do not at this stage of the con-
sultation process, represent the
considered views of any other
body.

Second, the working group
was set up at the request of the
Cadbury Committee itself
which had highlighted the
importance of a framework of
effective accountability; the
committee had also recognised
that considerable work was
required not only to develop a
set of criteria for assessing the

effectiveness of Internal con-
trol systems, but also to pro-
vide guidance on the form in
which directors should
report

As noted in your Leader
(“Tightening up internal con-
trol", October 5), such matters
produce a “catnip" effect on
accountants who have tradi-
tionally found themselves
made responsible for these
matters.

Third, the draft offers guid-
ance to the directors of listed
companies and does not seek
to impose additional audit
requirements.

Fourth, the draft is consulta-

tive. Comments received- by-/
-

the deadline of February 28
1994, including we hope from,-
Messrs Lapsley and Simon, .wfil"

be considered by the group andT
will be either incorporated o*Ss
noted in its final response 'to:. :r

the Cadbury Committee. -•

It will be up to the Cadbury
Committee to decide how •.the

response should be. used. •

Michael Chamberlain, •

president, "1 ..

'

Institute of Chartered Ac&nth-
'

fonts, ;

Chartered Accountants' Halt,-

Moorgate Place, y-yN:r-
Londim
EC2P2BJ n:
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A less easy
partnership

Japan's automobile industry: forced to swerve

GERMAN REUNIFICATION took
place in 1990 alter extensive nego-
tiations between Bonn and its
Nato and EC allies on the foreign
policy implications of a larger Ger-
many. On the economic aspects of
bringing together Germany’s dis-
parate parts, for instance over the
terms of the D-Mark’s entry to the
east in July 1990, there was little

or no consultation. This may have
appeared a plausible course at the
time, but it now looks a miscalcu-
lation. Bonn's policy errors during
the past three years have
increased the already considerable
economic problems of Integrating

east Germany, as well as the
length of time they will persist.
For Germany’s EC partners, this

has two sets of consequences.
First, unification-induced infla-

tionary pressures, by forcing die
Bundesbank to mainteig high
short-term interest rates that were
then transmitted abroad, have
contributed significantly to the
European recession and to 1992-93

currency unrest.

Second, the need to finance
large fiscal transfers to support
east German hying standards has
become a factor behind wider
strains in Germany's relationship

with the rest of fixe EC. Because of
the size of the east-west German
economic gap, these payments -

currently equivalent to 5 per cent
of Goman gross domestic product
- are likely to persist at least unto
the end of the decade. The Com-
munity thus stands merely at the
beginning of its task of adjusting
to the emergence of a Germany
which has become bigger, poorer
and more polarised.

German scepticism
One particular difficulty centres

on the scepticism of the German
public about the wisdom of
exchanging the D-Mark for a sin-

gle currency. Doubts are growing
whether Germany itself will be
able to fulfil the stability-oriented

criteria designed to determine
which countries could participate

in economic and monetary imvm
Mr Otmar raring

, a landing mem-
ber of the Bundesbank directorate,

last week gave the first official

warning that overall German pub-
lic sector debt could “at least tem-
porarily” breach the 60 per cent

Emu target laid down in the Maas-
tricht treaty.

There must be longer-term
doubts, too, about the sustainabil-

ity of EC budget policies that
depend on German willingness to
remain by far the main contribu-
tor to Community funds. Ger-
many’s net payments to the EC
last year - Ecu9bn - were three
times those of the next highest
donor. Britain. Yet, as a result of
unification, Germany has slipped
from second to seventh place in
EC members’ GDP per head.
EC structural fund payments to

east Germany, now among the
Community’s poorest regions, are
expected at least to double next
year to more than Ecu2bn. More
will probably have to be done to
correct a growing belief in Ger-
man public opinion - most acute
in east Germany - that Commu-
nity membership brings Germany
more disadvantages than benefits.

Community compliance
Extra fluids for east Germany

are, however, unlikely to be forth-

coming unless Germany main ,

tains high standards of compli-
ance with Community legislation.

One disturbing signal at the end
of last week was the Bonn govern-
ment's defiance of EC limits on
land which can be sown with cere-

als in eastern Germany.
In the past, German agriculture

ministers have negotiated special

arrangements - consistent with
Community law - to offset cuts in
EC payments to farmers with
national subsidies. The attempt to

put the special predicament of
east German fanners above the
requirements of reforming the
Common Agricultural Policy is,

however, a more serious matter. It

undermines attempts to persuade
the Paris government to agree
curbs in agriculture support that

are crucial for the talks on the

General Agreement on Tariffs and
Trade.

Additionally, the spectacle of
the Community’s chief erstwhile

proponent of fiscal discipline indit-

ing its farmers to break EC law
may strengthen the suspicion

that in its dealing* with the Com-
munity, Bonn is practising a Conn
of double language.
A strong community requires a

self-confident Germany capable of

setting the EC agenda-JTo master
its post-unity difficulties. Ger-
many will need solidarity from its

partners. This solidarity may be
found wanting unless Germany
lives up to its previous reputation

for solidity and reliability.

Right lines for

rail privatisation
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THE parliamentary arguments
over the privatisation of British

Rail look set to run until the very

end of the legislative process. Not
until the royal assent has been
given to the bill can fee govern-

ment be certain of the final shape

of its plans. Yet the broad outlines

of the strategy for privatising

Britain's railways are now dear.

At the heart of the approach is

kthe separation of the railway
Infrastructure from the running of

trains. A new company, Railtrack,

will own the rail network - track,

signalling and most of the sta-

tions. Passenger trains will be run

by 25 operating companies, each

paying charges for using the

track. BR’s freight operations, to

be divided into three companies

and privatised, will also pay tor

track use. A rail regulator will

ensure free competition, monitor
safety arrangements and preserve

network benefits such as through

ticketing a™* railcards.

.This structure brings many ben-

efits, irutindhig the creation of sep-

arate businesses focused on partic-

ular . functions. Railtrack, for

example, can concentrate an the

fail infrastructure which has so

often been neglected under state

ownership. BR's maintenance
operations are to be privatised as

14 competing companies which
will bid for contracts. Significant

efficiency savings, on the infra-

structure operation should follow,

as elsewhere In the public sector

where contracting-out has been

introduced.

Attractive investment
Sir Bob Horton, chairman of

RaQtzack, hag already expressed a

desire to involve private finance

in mndwntring the network- He is

also keen to escape from the pub-

lic sector, with Treasury restric-

tions on borrowing becoming ever

tighter In the current fiscal cli-

mate. Like other regulated utih-

such as the. national grid,

_ack is expected to prove an

attractive investment for the mar-

ket It should be a candidate for

early privatisation.

Passenger train operations will

gradually be put out to tender,

normally for five- or seven-year

franchises. Profitable franchises

will go to the highest bidder;

unprofitable ones to the bidder

requiring the lowest subsidy.

Here, too, competitive bidding

should provide an incentive to

reduce costs and make the best

use of Treasury subsidies.

If there is a criticism to be made
about these plans, it is that they

are too timid. Rather than privat-

ising BR, the government is con-

tracting out the management of

its operations, and for relatively

short periods. Most operators will

be reluctant to invest in new
rolling stock, for example, since

its working life is much, longer
tVian the planned franchises. The
government has created three new
leasing companies to own BR's

rolling stock and invest in new
equipment But the quickest way
to bring new capital investment in

rolling stock would be franchises

long enough for operators to write

off their investment.

Longer franchises

On balance, however, the gradu-

alist approach is to be welcomed.

By phasing in franchising initially

for shorter periods, experimenta-

tion can take place. Once teething

troubles have been dealt with,

there is nothing in the structure

of BR privatisation to prevent lon-

ger franchises.

What would not be welcome is

the demand of opponents of rail

privatisation - including some
government backbenchers - to

allow BR to compete for fran-

chises. This could lead to BR win-

ning many - if not most - of the

franchises, cross-subsidising its

bids to fend off competition. It

would also deter management
buy-outs, since managers would

be understandably unwilling to

compete with their own employer.

If BR is allowed to bid, it will

not be the end of privatisation
-

vigorous regulation could ensure

that BR finds it hard to abuse its

dominant market position. And

the structure is sufficiently robust

to allow further legislative change

at a later stage when the fears of

those who oppose privatisation

can be shown to be illusory. But

with management teams already

planning their bids In the first

round of franchises, it would be

damaging if the only group of peo-

ple discouraged from bidding were

the managers who have the great-

est experience in running tire rail-

Tfrttis the second of two editorials

on rail privatisation. The first

appeared on October IS
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J
apanese carmakers are on the
rack and the screws are still

being tightened. After
decades of virtually unbroken
growth, vehicle production
and sales in Japan are falling

for an unprecedented third year in

succession
While their US and European

rivals are only too used to the
cycles of feast and famine in world
auto markets, the Japanese compa-
nies are having to learn to cope for
the first time with a prolonged
recession, and they are Hi-prepared.
During the overheated years of the
bubble economy at the end of the

1980s, the Japanese over-indulged
with an excess of new models and
features. Ironically, the masters of
lean production have put mi weight,
and they are learning that a forced

diet is neither easy nor painless.

Tomorrow Japan officially opens
the doors of the biennial Tokyo
motor show. Behind the scenes, the

mood has changed significantly

from the self-confident celebrations

of 1991 and. 1989. when the formida-
ble array of new concept and pro-
duction cars unveiled by Japanese
producers threatened to engulf
rivals from the US and Europe,
prompting one visitor to call the
1989 show “Apocalypse, Wow!".
Most of Japan’s 11 vehicle makers

are currently operating at a loss or,

at best, around break-even in their

car and commercial vehicle
operations, says Mr Koji Endo, a
leading automotive analyst at Leh-
man Brothers, the investment bank,

in Tokyo. The only producers that

are still avoiding the spreading
stain of red ink are Mitsubishi

Motors and Suzuki Honda is spared

only by the strength of its motor-
cycle and parts businesses - its car
operations are also in loss, he says.

Even Toyota, by far the strongest

Japanese carmaker, is expected to

fell into an operating loss for the
first time in its history, in the six

months to December, although its

strong financial earnings will prob-

ably protect it from a net loss.

Japan, the apparently unstoppa-
ble, juggernaut of the world auto
industry, has bear forced off the
road.

For three decades Japanese pro-

duction rose, from fewer than
500,000 vehicles in 1960 to 13.5m in

1980. The industry has survived pre-

vious world recessions with barely

a blip. If the protected domestic
market weakened, the heat was
turned up in export markets.
But this time, Japanese vehicle

makers are facing a challenge of a
different order. The length of the

downturn in the domestic market is

without equal The old remedy of

exporting their way out of trouble is

not available, with many foreign

markets also weak or deep in reces-

sion.

Their competitiveness abroad has
been battered by a savage apprecia-

tion in the value of the yen - of

about 20 per cent against the US
dollar this year alone. The era of

cheap finance raised on Japan’s
stock and bond markets in the

1980s, which fuelled earlier growth,

is past, but profit and loss accounts

are now sagging under the hang-
over of depreciation from
over-ambitious capital investments

decided in the bubble economy
years.

The industry is suffering from
serious overcapacity and a growing

Japan’s auto industry is ill-prepared for
such tough times, writes Kevin Done

Juggernaut veers
out of fast lane

surplus of labour. It is staring at the

unpalatable task of closing plants

and shedding jobs. “The Japanese
automotive industry will go
through a very painful period of

restructuring," says Mr Yoshikazu
Kawana, an executive managing
director of Nissan, Japan’s second
largest carmaker and one of the
world's top five, which is now fac-

ing its second successive year of

heavy losses.

“We have always lived in a time
of growth," he explains. "Now we
are having to build a business struc-

ture without depending on an
expansion in volume, without
depending on growth. This concept

has not been thought of in the past

by Japanese industry.
n

Japanese carmakers apparently
can see no end to the current

decline. "For the last three years

market forecasters have been say-

ing it would get better in six

months,” says Mr Nobuhlko Kawa-
moto, chief executive of Honda. But
new car sales fell by 13 per cent in

the past two years, and domestic
registrations dropped a further 5.8

per cent, year-on-year, in the first

nine months of 1993.

There is little help to be gained
from foreign markets - apart from
in south-east Asia - in the face of

the twin barriers of recession and
trade conflicts. Vehicle export vol-

umes have been in steady decline

since 1985 - a trend that had been
anticipated, as Japanese vehicle
makers buflt up a firm foreign pro-

duction base, with output abroad
jumping from 600,000 vehicles in
1386 to almost 13m in 1992. In the
second half of the 1980s the drop in

exports was more than offset by the

surge in domestic demand, but the
Japanese motor industry miscalcu-
lated. The home market was not
expected to go into free fell, and
now the export safety valve is

closed off.

E
urope has seen new car
sales fell 16 per cent in

the first nine months
this year, and the Euro-
pean Community has

forced a drastic cut in Japanese
shipments to the EC under the pres-

ent system of “voluntary” monitor-
ing of Japanese direct vehicle
exports.

In North America demand may be
emerging in fragile fashion from
recession, but unlike in previous
decades there are no easy pickings.

The US domestic industry is rejuve-

nated. After a string of heavy
losses, the big three producers,

Chrysler, Ford and General Motors,

earned net profits of £L3bn in the

second quarter of this year alone.

The appreciation of the yen is for-

cing Japanese car producers to raise

prices much more rapidly than

their US rivals, undermining their

competitiveness. They are losing
market share - from 25.7 per cent of
the US car and tight truck market
in 1991 to 23.3 per cent in the first

nine months this year. Symboli-
cally, at the end of 1992, the Ford
Taurus displaced the Honda Accord
as best-selling car in the US.
The task of adjusting to the

appreciation of the yen is not new,
but the industry has been taken by
surprise at the rapidity of the rise

this year. Toyota calculates that its

profits fall by close to YlObn
(£62^m) for every Y1 rise against

the US dollar. “The problem is not

the level of the yen appreciation but
the speed,” says Mr Terukazu
Inoue, Toyota managing director for

product planning.

Nissan feces one of the most seri-

ous restructuring challenges. It is

suffering heavy losses and high
overcapacity in Japan, just as it is

in the process of moving further

tranches ofproduction abroad.

Mr Kawana of Nissan says, how-
ever, that all producers will have to

take the same actions sooner or
later to reduce costs, lengthen
model life cycles, lower employ-
ment, and close some plants. Other
steps would involve:

• use of more common compo-
nents in different model ranges. At
Honda 60 per cent (by value) of the
components of one of its most

Trimmed to the bone
Michiyo Nakamoto on carmakers’ efforts to curb costs

T
eams of Toyota engineers
have recently been visiting

the company’s components
suppliers in Japan more

frequently than usual. Their visits

are part ofa bold attempt to reduce
manufacturing costs by at least

YlOObn (£825m) for the second year
running.

The “value analysis” initiative

is being pursued energetically by
Toyota and its Japanese
competitors: they are scrutinising

the costs of car manufacturing
down to the smallest detail in the

search for savings. A similar

exercise called “value engineering"

is also muter way for new models
that are still in the design stage.

Companies are looting for

savings over a short time scale.

“It normally takes several years

to cut costs by 20 per cent to meet
tiie 20 per cent rise in the yen, and
we have to do that in a year,”

says Mr Takashi Hamagnchi,
deputy general manager

of purchasing at Nissan.
“Suggestions on how to reduce

costs have been made by everyone.

There was even a suggestion to

do away with the vanity minor,”
says Mr Goto Itoh, general

manager of the cost planning
department at Toyota.

Other suggestions which have
been adopted are already bringing
savings:

• By moving an electric wire

harness that runs beneath the floor

of one model to the side and
bending it slightly, Nissan was
able to reduce the overall size of
the bracket that holds foe harness
down, thereby reducing costs by
Y20 for each car.

• Toyota reduced the curve in

the windscreen of its best-selling

Corolla model with a saving of

Y600 a car. It also stopped covering

the “side members” - holes at the

bottom of the car body that are
designed to reduce overall

weight - with rubber covers

each costing Y4.
Such detailed examination of

where cost cuts can be made has

resulted in Toyota introducing
some 1.600 changes on the

Japanese version of its Carina
family car. Many ideas have come
from components suppliers, all

of which have been asked fey

Toyota to review their production

costs.

“The main cost redactions will

come from our suppliers, which
make up go per cent of our costs,"

says Mr Nobuhlko Kawamoto,
Honda chief executive.

In an effort to contain the
development costs of new models,

Honda has been talking to its

components suppliers earlier in

the design process. The exercise

has clearly paid off: Honda was
able to cut the capital spending
needed for developing its recently

launched new generation Honda
Accord by 50 per cent compared
with its original estimates.

Sana: Japen AuxxngtoieMntennAnu»i

recent new models, the Domani. are

taken from other existing ranges;

• reducing the number of different

model variants. At Nissan one
model was offered with 87 different

varieties of steering wheel alone. It

only needs 10, says Mr Kawana;
• increasing co-operation between
vehicle makers. Loss-making Isuzu
has abandoned making saloon cars.

Instead, in Japan it will purchase

cars from Honda for sale under its

own badge. In return Honda is buy-
ing four-wheel drive leisure/utility

vehicles from Isuzu for sale under
the Honda badge. Nissan and Mazda
are swapping some light commer-
cial vehicles.

Many of today's problems stem
from the Japanese motor industry’s

original belief in its own propa-

ganda about its lean production mid
development systems. “We tried to

meet too many customer needs, we
started developing too many models
in too small volumes.” says Mr
Kawana. "Now we must eliminate

waste in the product development
process and slim down.”
Nissan calculates that it has an

overcapacity of 400,000-500,000

vehicles a year in Japan. It

announced that it would be forced
to close one of its most famous
plants, Zama near Tokyo, in 1995.

Closures were previously unheard
oL “The auto industry bad always
enjoyed growth,” says Mir Kawana.
“TO realise the industry had come
to such a turning point was a
shock . . .That was just the start"

In three years from 1993 to 1995

Nissan is cutting its workforce in

Japan by 5,000 to 48,000. Honda is

also cutting 10 per cent of its assem-

bly line workers over five years; it

has halved output on one assembly
line; similar action could follow on
a second; and it is transferring sur-

plus car workers to Its healthier

motorcycle operations.

Companies are carrying surplus
labour because of Japan’s system -

until now - of life-time employ-
ment "It is becoming an obstacle

hindering the slimming down [of

the industry]. This is becoming a
crisis now," says Mr Kawana

If the currency problems persist,

Honda will have to shift more pro-

duction abroad in the long term,

admits Mr Kawamoto of Honda,
“but we also have to secure employ-
ment here. It is a sensitive mat-
ter . . . The situation is still unpre-
dictable, but we must prepare. In

the longer term we have to reduce
production in Japan. We are losing

our power to sell from Japan.”

Established management
approaches are being overturned,
lire need to cut costs has forced the

setting of "simple, clear, speedy tar-

gets”, says Mr Kawamoto. "We are

having to do this from the top
down. It is very different from the

traditional bottom-up Japanese
systems.”

Japanese carmakers are working
feverishly towards meeting the tar-

gets they have set themselves.
Their rivals in America and Europe,
which have suffered the onslaught
from Japan for so long, will gloat at

their peril over Japan's present
woes. Japanese carmakers’ underly-

ing productivity has still not been
matched elsewhere, and the
machine should emerge leaner and
fitter from the present trials. It is

making the task of restructuring
the European motor industry even
more awesome.

OBSERVER
High-wire
double act?

It has bean a good week for

North. American executives who
supposedly lost out in the John
Akers/Lou Gerstner succession

at IBM. First John ScuUey, one
of those tipped for the top at Big

Blue earlier this year, jumped from
Apple Computer to Spectrum.

Though others think it a
loss-making minnow, he chime
not to have been so excited by
anything in a decade.

Now Paul Stem, an ex-IBM man
who seemingly made himself

available for the job at his former

stable by resigning as chief

executive of Northern Telecom two

days after Akers went, has pitched

up at Farstmann Little & Co. A
loading management buy-out

specialist, the outfit seems to be

in vogue with high-wire telecoms

types refocusing their careers.

Welcomed aboard as a special

limited partner, he joins Darnel

Akerson, 44, who made it straight

to general partner in August when
he resigned as MCTs president after

less than a year on the job.

A 54-year-old Czech-born

American, who has never denied

an "obsession” with getting to the

top. Stern left the Canadian

telephone equipment supplier

miffed that his fellow directors had
gone over his head in appointing

Jean Monty as president

Akerson, meanwhile, maintained

he had been lured by the
opportunity to lead General
Instrument, controlled by
Forstmasn since 1988, Into the

world of interactive media. Others
reckoned that he bad seen his path
to the top blocked by Bert Roberts,
MCTs 51-year-old chief.

Let’s hope Porstmann's $2bn war
chest is big enough for both men
to make their mark without
stepping on each other's toes.

Cosy compound
Who «aid there’s no such thing

as a true corporate merger, only
takeovers in disguise? Two years

after New York hanks Chemical
and Manufacturers Hanover agreed

a union of equals (even if the

Manny Hanny name went), this

week's senior management
reshuffle continues to reflect an
unusual degree of cosiness.

Walter Shipley, who headed
Chemical before the merger, steps

up from president to become
chairman and chief executive at

the end of the year on the

retirement ofJohn McGillicuddy

(previous boss of Manufacturers

Hanover). Preserving the symmetry,

the new president is former Manny
Hanny retail banking head,
52-year-old Edward Miller.

Mffier was chosen over William
Harrison, 50, a former Chemical
man and now bead of corporate

and institutional banking. But do
not assume Miller automatically

becomes top dog (me day. Shipley,

‘Let's make swords Into

ploughshares then slap VAT
on them’

who deems bimgpif a "young 57",

warns that it is too eariy to talk

of succession. Also, Harrison’s

position in the triumvirate is deftly

cemented by his inclusion in the

inner-most cabinet, known as the

Office Of the Plipirrnan

Sage advice
The CBFs Andrew Sentance will

now definitely be off by the end
of the year to join fellow UK
Treasury economic adviser David
Currie at the London Business

School So the Treasury is hoping
that Sentance will do the decent

thing and stand down from its

panel of wise men - two people

from the same stable would make
things a trifle unbalanced.

If Alan Budd, the Treasury’s chief

economic adviser, is stuck for

inspiration in his search for a
replacement, he might care to

consider the distaffside of the
profession. With economists from
the consultancy world
unrepresented on the panel,

Penelope Rowlatt of National
Economic Research Associates and
Bridget Rosewell of easiness
Strategies should be on any
shortlist, as should Marion Bell

of the Royal Bank of Scotland. The
latter, who spent two years recently

on secondment to Great George
Street, even has some fought into

how the whole shop works.
Ruth Lea of Mitsubishi Bank

could be another candidate -

though she might, unjustly, be
ruled out for being too

argumentative.

Selecting a woman would
certainly mesh with the Treasury’s

campaign to stop the panel being

referred to as the seven wise men.

Realms of gold
"Were it not for gold and women,

there would be no damnation.”

Elizabethan dramatist Cyril
Tourneur might have had a point

about gold.

Timothy Green, a former editor

ofthe Illustrated London News,
who this week reissues his book.

The World of Cold. reckons that

a good many souls have been lost

in the cause of gold smuggling.
But smuggling is not what it was;

once, at least half the world's gold

output ended up in smugglers'

bands. But Green says they are
now being driven out of business

by many important markets - such
as India - liberalising trade to the

point where smuggling is becoming
pointless.

The nostalgic, though, can still

qnd smugglers who talk of “a

jacket" - rather than ounces - of

gold, a reference to a stout canvas

jacket, with pockets deep enough

to fit 100 bars, or 375 ounces.

More practically, today's

smuggler usually resorts to internal

rather than external concealment;

the ideal "biscuit'
1

, or bar, now
requiring softly curving corners.

Glad hand
Having toppled off a pair of

Vivienne Westwood's shoes in

Paris. British supermodel Naomi

Campbell was taking no chances

with her platform appearance at

the British Fashion Awards on
Tuesday night

Ibis time she strode on to the

catwalk hand-in-hand with Brian

Pitman, chief executive of Lloyds

Bank, which sponsors the awards.

Pitman told envious colleagues

afterwards that Campbell grasped

his hand to steady herself

backstage, and then kept hold.

And they say banking Is dulL

i
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German postwar era ‘at an end’
Quentin Peel on rightwing presidential candidate Steffen Heitmann

CHANCELLOR Helmut Kohl’s
controversial conservative candi-

date for the German state presi-

dency. Mr Steffen Heitmann. is a
passionate believer that Ger-
many’s “special role” in the post-

war world is finished.

“I believe the postwar era bas

come to an end,” he told the par-

liamentary caucus of his Chris-

tian Democratic Union on Tues-

day night. “Germany had a
disastrous special role forced
upon it after 1945. As far as I am
concerned, that time is past."

Quite what he means by the
phrase is unclear. Mr Heitmann,
who was formally nominated for

the presidency last night by the

CDU and its Bavarian sister

party the Christian Social Union,
won resounding applause this

week from party colleagues in

the Bundestag, the lower house
of parliament. Yet it arouses deep
foreboding in the world at large,

and in particular from people like

Mr [gnatz Bubis, leader of the
Jewish community in Germany.
Chancellor Kohl and a clear

majority of his CDU have closed

ranks behind Mr Heitmann. hith-

erto a rather retiring justice min-
ister in Saxony, to insist he

Steffen Heitmann: Germany ‘had
a disastrous role forced upon it'

should take over the German
presidency from Mr Richard von
Weizs&cker next year.

At an extraordinary meeting of
the parliamentary group this

week, his supporters booed and
whistled at the respected presi-

dent of the Bundestag. Mrs Rita

SQssmuth, when she questioned

his conservative views on the

rote of women in German society.

It was clear that the widespread

criticism of the chancellor’s

choice, in the German media,

from the opposition Social Demo-

crats and the minority Free Dem-
ocratic party in the ruling coali-

tion, has caused the party to dig

in for the defence.

Yet what is most remarkable
about Mr Heitmann is how unre-

markable be is. As he says him-

self of his role in East Germany
before the revolution: “I was
never much of a hero." He is

rather quiet, rather grey and
rather insecure. This was his big-

gest public appearance so far.

Nonetheless, be spelt out an
eight-point programme for the

party which won enthusiastic

backing. Top of the list was his

determination to use the presi-

dency to reinforce east-west inte-

gration. Second was his insis-

tence that Germany's special role

was over.

“Germany should become a
normal people among normal
peoples,” he said. Germany
should also be able to behave like

any normal member of the

United Nations, sending its

troops on peacekeeping missions.

He does, however, still make an

exception for former Yugoslavia,

where the wartime memories are

too recent.

He speaks out for European
integration and reconciliation

with east as well as west for new
moral values in society, a

reduced role of the state, more

emphasis on marriage and the
family a belief in national cul-

ture. protection of the environ-

ment and aid to the third world.

Most of his points are weU
within the mainstream of good
Christian Democratic thinking in

Germany. But he lacks the

sophistication to present it for

public consumption.
Mr Heitmann had a tough

childhood in Dresden after the

war. His father died in a Russian

camp in 1945. His mother died of

tuberculosis when he was 12.

The election for the next state

president is not until May. But

all the main political parties are

now locked into the struggle with
party political candidates.

Editorial Comment, Page 15

Threat to Canadian helicopter deal
By Bernard Simon in Toronto

A UK-ITALIAN consortium and
Canadian defence chiefs are pre-

paring a last-ditch effort to dis-

suade leaders of Canada's Liberal

party from cancelling a C$5.8bn

(US$4Jbn j helicopter order after

Monday’s general election.

The Liberals look almost cer-

tain to win the election, accord-

ing to opinion polls. Mr Jean
Chretien, the Liberal leader, has
promised during the campaign
that an incoming Liberal govern-
ment's first acts would include

cancelling the order for the 50
EH-101 helicopters, which was
placed in mid-1992 by the present
Progressive Conservative govern-
ment.

The main contractors for the

helicopter are EH Industries, a
joint venture between the UK’s
Westland Group and Agusta of
Italy, and Paramax, a Canadian
company controlled by Unisys,
the US electronics group. EH In-

dustries will supply the basic air-

craft. while on-board systems will

be provided by Paramax.
The Liberals and other opposi-

tion parties have attacked the
helicopter order as an extrava-

gance at a time of fiscal auster-

ity. They also question the need
in the post-cold war era for an
aircraft designed largely for anti-

submarine work.
The deal’s supporters counter

that the Canadian forces urgently
need to replace their ageing fleet

of Sea King and Labrador heli-

copters. In addition, the EH-101

order will bring substantial bene-

fits to the Canadian economy,
including an estimated 13.000

jobs and sizeable export orders.

Contracts worth CS225m have
already been placed with 14

domestic companies.
Mr John Major, the UK prime

minister, raised the helicopter

order with Ms Kim Campbell,
Canada's prime minister, at the

Group of Seven summit in Tokyo
in July. But Ms Campbell
announced at the start of the
election campaign that she would
cut the order from 50 to 43 air-

craft

The UK is expected to renew
its expressions of concern once
the new government takes office.

With a view to domestic political

sensitivities, however, the brunt

of post-election lobbying is likely

to fall on the shoulders of local

contractors and the Canadian
defence department
Senior military officers “will

want to make sure that Mr Chre-
tien doesn't make any precipi-

tous announcement at least until

he has had a chance to he briefed

by the department”, one source

said.

They are expected to try to per-

suade him to include the helicop-

ter deal in a wide-ranging
defence policy review.

EH Industries and Paramax
have already sent information
packages to all candidates stand-

ing in the election. They have
encouraged sub-contractors to

point out to local candidates the

costs of cancelling the project

THE LEX COLUMN

Goodwill towards Smiths

EC leaders likely to back Belgian

banker as EMI’s first president
By Andrew HiR and Lionel Barber
in Brussels

EUROPEAN Community leaders

are likely to back Mr Alexandre
Lamfaiussy next week as a com-
promise candidate to head the
European Monetary Institute,

forerunner of a European central

bank.

Mr Lamfaiussy was nominated
for the post by EC central bank
governors yesterday, in a move
which increases the likelihood of

a deal at next week's Brussels

summit on the sensitive question
of where to site the European
central bank. Frankfurt is the

leading contender.

But his selection, if confirmed,

may disappoint enthusiasts for
European monetary union who

were looking for a political

heavyweight to give added impe-
tus to the process of economic
and monetary integration.

The EMI will prepare for full

European economic and mone-
tary union by 1999. strengthening
the co-ordination of EC members'
monetary policies and supervi-

sing all aspects of the develop-

ment of a single currency.

Mr Lamfaiussy, a Belgian, is

currently general manager of the
Bank for International Settle-

ments, which is owned by 33 cen-

tral banks. He would hold the
office of EMI president for three
years initially, beginning on Jan-

uary 1 1994. when the next stage

of Emu is due to start. He would
not necessarily become president
of a European central bank.

The governors’ recommenda-
tion was announced in a letter

from Mr Wim Dulsenberg, head
of the Dutch central bank and
chairman of the EC central bank
governors’ committee, to Mr
Jean-Luc Dehaene, the Belgian
prime minister, who will chair

next week's summit. Mr Duisen-

berg was himself a prune candi-

date for EMI president, but his

insistence on retaining the gover-

norship of the Dutch central

bank may have ruled him out.

EC leaders will consider the
Lamfaiussy nomination along
with bids by other member states

for the location of the EMI and
the central bank, as well as lesser

institutions, including the Euro-
pean environment and medicines
agencies.

BAe talks

Continued from Page 1

UK company is not prepared to

let the year-long negotiations

with Taiwan drag on further and
is expected to take a decision at a
board meeting on October 29.

Taiwan is seeking to scrap its

original agreements with BAe
and renegotiate the entire deaL
BAe is also resisting Taiwanese
demands for transfers of leading
edge technologies and a commit-
ment to invest in a £lbn pro-

gramme to develop a new
regional jet aircraft.

By contrast to Taiwan's fledg-

ling aerospace industry, Indon-
esia has built up an indigenous

aerospace sector through interna-
tional collaboration.

It already manufactures a tur-

boprop military transport aircraft

with civil applications with Casa
of Spain which has been exported
to Saudi Arabia and South Korea.

Some engineering companies may
bleat about poor markets, hut Smiths

Industries has quietly focused on get-

ting its costs in line with its prospects.

Nor has consistent performance been

bought at the price of future develop-

ment Smiths’ research and develop-

ment expenditure is at an all-time

high. Strong operational gearing

means the company is wefl placed to

profit when the aerospace upturn
finally arrives, while its lack of finan-

cial gearing and growing medical busi-

ness mean that (he wait should not be

too painfuL

Yet one aspect of accounting does
place a potential constraint in the
path of the management’s develop-
ment programme. The high-tech medi-

cal businesses it has acquired have
justified the ratings paid for them, hut
the £416m goodwill write-offs of recent
years have left the company with only
£267m of shareholders' funds on the
balance sheet
That is a poor reflection of the

underlying strength of Smiths’ busi-

ness. Worse, such accounting conven-
tions serve companies poorly if man-
agements feel inhibited about justified

expansion or shareholders misunder-
stand the situation and the company’s
rating is damaged. Vested interests

have thus for resisted change in the

conventions. Perhaps the Accounting
Standards Board should now recom-
mend that goodwill is retained on
company balance sheets and steadily

written off through the profit and loss

account That would also form a use-

ful discipline against overpaying for

acquisitions. Investors have had to put

up with goodwill write offs and share
issues hiding the sins of poor compa-
nies. How much more serious if the
rules start to damage the prospects of

good companies too.

Aegis
The history of Aegis is that sadly

familiar tale of a one-time media glam-

our stock which made some people
associated with it seriously wealthy
without doing much to enrich outside

shareholders. Following its proposed
refinancing, existing shareholders will

see their current 57 per cent interest

in the company diluted to 13 per cent
Preference shareholders, too, are simi-

larly disadvantaged. Hie directors

chiefly responsible for creating the tot-

tering edifice by use of highly-rated

paper and deferred considerations
have, of course, already departed with
substantial pay-offs.

There is no question that Aegis was
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badly hit by French legislative

changes which have shredded the

margins of Carat. This made it impos-

sible for Aegis to generate sufficient

flamings to sustain its precarious capi-

tal structure. With ElSOm of convert-

ible shares and hank debt to service

annually, and some £55m of deferred

payments to complete over the next

few years, the company desperately

needed some form of refinancing. But

Aegis’s attempts to make a virtue out

of the fact that its shareholders will

receive better terms than those offered

by WPP and Saatchi & Saatchi at the
time of their restructurings is hardly

comforting. It is rather like arguing it

is better to be crushed by a small

avalanche than a big one.

Still, not everyone will do so badly

out of the deal Carat's vendors will

receive the bulk of the deferred con-

sideration owed to them. But it is

Omnicom which could emerge as the

ultimate beneficiary. Having helped to

underwrite the open offer. It will be
perfectly positioned to acquire the rest

of Aegis in a few years time - just as

the European advertising market
returns (o health.

Gartmore
Banque Indosuez could hardly have

chosen a more auspicious moment to

offer 25 per cent of Gartmore. The
heady level of world stock markets is

inflating the value of funds under
management across the industry. For
a pension fund manager like Gart-

more, that feeds through directly into

higher fees. Due to its enviable invest-

ment record, Gartmore is also winning
new business hand over fist. An espe-

cially good investment performance

last vear will keep the three-year

Investment record in good shape, even

if it now suffers a run of bad luck. .

Since Gartmore is only the fourth

largest pension fund manager in the

UK - and less than one third the size

of MAM measured by funds under

management - there is room for fur-

ther growth without the costs associ-

ated with a big push in unit trusts or

an overseas acquisition. The Goode

committee’s proposals on pension law

reform were not onerous enough to

cause a stampede away from defined-

benefit pension schemes, so demand

for fund managers’ services looks

secure. If Gartmore can keep its costs

under control and maintain a decent

investment record, its earnings out-

look is rosy.

The worry is that gearing to the

level of equity markets cuts both

ways. If share prices started to trickle

hack, it would require a prodigious

new business effort to maintain funds

under management and fee income. A
stock market shake-out would
send the sector reeling. Not even a

fund manager which called the top for

its clients would be immune from

that.
i

Lloyd’s insurance
It would be a relief if brinkmanship

over the future of Lloyd’s came to an

end with yesterday's vote in favour of

the introduction of corporate capital.

The threat of litigation from disaf-

fected Names still has to be resolved.

But that is not a mortal threat if a
steady supply of corporate capital can
now be secured.

Still, agents acting for the proposed

Lloyd’s investment trusts might find

themselves diverted from the task of

analysing and negotiating with
underwriting syndicates. Another
round of legal action against market
professionals would do little for

Lloyd's attempt to rebuild its image
among international investors. Both
sides have an interest in reaching a
settlement

Yet it is difficult to see where cash
to meet claims for restitution might
come from. Providers of corporate cap-

ital are unwilling to foot the bilL The
proposal that Lloyd’s should raise a
loan to fund a settlement is unlikely

to win support, since interest pay-
ments would dilute underwriting
returns in future years. Reserves
within Lloyd's itself are insufficient to

satisfy Names. With corporate capital

in the bag, though, Lloyd's manage-
ment has the stronger hand.

FT WORLD WEATHER

Europe today
A depression near south-west Norway will

affect north-west Europe. A frontal system
associated with the depression will cross the

British isles with doud and rain. In the wake of

the front, cold and unstable air win spread over

the UK bringing showers which will be mixed
with sleet and hall over the Highlands later.

Over parts of central Europe, high pressure will

still produce tranquil though cool conditions

with abundant sunshine. However, a frontal

zone over the Alps extending to the Black Sea
wiH causa mainly overcast skies with some
showers, especially in the Alps. Southern

Europe will be mostly sunny and warm, but

Spain and the Balearic Isles will have

scatttered clouds.

Five-day forecast
High pressure will build again over northern

UK and will extend its Influence toward the

Baltic States. As a result parts of north and
north-west Europe will have a lot of sunshine.

Along the north side of the high, milder and
more moist air win arrive in Scandinavia,

resulting in significantly higher temperatures.

Southern Europe, especially Italy and southern

France, will have a lot of rain as a result of

lingering low pressure areas.

TODAY’S TEMPERATURES Situation at 12 GMT. Temperature* maximum Ihr day. Forecasts by Mateo Consult ct the Netherlands

Maximum Belfast shower 10 Cardiff rein 10 Frankfurt fair 10 Malta
Cetsus Belgrade fair 21 Chicago shower 17 Geneva cloudy 13 Manchester

Abu Dhabi sun 36 Berlin sun 6 Cologne falr 8 Gibraltar sun 22 Manila

Accra fair 33 Bermuda shower 28 D* Salaam tar 30 Glasgow hal 9 Melbourne
Afgisrs fair 24 Bogota cloudy 18 Dakar fat 31 Hamburg lair 5 Mexico City

Amsterdam rain 7 Bombay ehower 32 Danas thund 21 Helsinki doudy 9 Miami
Athena BWI 24 Brussels cloudy 7 DeW sun 34 Hong Kong fan- 27 MHan
B. Aires fair 20 Budapest shows’ 13 Dubai sun 38 HonoUu fair 30 Montreal
B.ham rain 9 C.hagen fair 8 Dublin rain 10. Istanbul lair 21 Moscow
Bangkok shower 32 Caro sun 35 Dubrovnik tor 24 Jersey fan 11 Munich
Barcelona fair 21 Capa Town fgSt 23 Edinburgh shower 10 Karachi Sun 38 Nairobi

Beijing cloudy 19 Caracas cloudy 30 Faro sun 24 Kuwait fair 37 Naples
L Angefes sun 30 Nassau

Quality flights made irt Germany.

@ Lufthansa
German Airlines

LasPtfmas
Uma
Lisbon
London
Lux.bounj
Lyon
Madeira
Madrid
Majorca

fair

cloudy

fair

fair

fair

fair

fair

sun
shower

23 New York
21 Nice
21 Nicosia

9 Otdo
7 Parts
U Perth
22 Prague
'(J Rangoon
23 Reykjavik

sun
shower
thuno

fair

fair

fair

fair

far

tar

fan-

fair

sun
fair

ram
taii-

sun
rain

fair

fair

sun

fan
fair

26 Rio
9 Riyadh
30 Rome
19 S. Freeo

24 Seoul
31 Singapore
18 Stockholm
10 Strasbourg
7 Sydney

12 Tangier
28 Tel Aviv
25 Tokyo
31 Toronto
17 Tunis
20 Vancouver
32 Venice
? Vienna
8 Warsaw

24 Washington
9 Wellington
34 Winnipeg
4 Zurich
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Burger King reviews
advertising account
Burger King, the fast-food restaurant chain Is

yj?"*? j"?* 1 IP adywtMnfl account, 'handled
by to® New York office of D'Aroy Masius Benton &
Bowies since 1989. Burger King, a subsidiary of
Grand Metropolitan, has a total advertistno butioat
of $25Qm. Page 20

-s

Thomson-CSF warns on profits
Thomson-CSf% the French state-controlled defence
electronics group, announced a halving in net prof-
its for the first six months and warned that full-year
profits would be below those achieved in 1992.
Page 18

Planning a Femizzi compromise
Foreign bank creditors of the FemtzzhMontedison
empire must propose a compromise rescue for-
mica acceptable to all parties concerned. If not the
administrators wW be obliged to Initiate bankruptcy
proceedings. Page 18

Chinese issue in Hong Kong
Maanshan Iron and Steel has become the largest
Chinese state company to Issue shares in Hong
Kong, following the launch of its HK$3.93bn
(US$508m) share offer. Page 21

KOP transfers unit
KansaSs-Osake-Pankki, Finland’s leading commer-
cial bank, plans to transfer most of its investment
banking operations to a new associated company
to be half owned by management. Page 22

Financial group distributes stake
St Janes's Place Capital, Lord Rothschild’s finan-

cial services group, is distributing to shareholders
its 37A per cent holding In RIT Capital Partners,
the Investment trust managed by J Rothschild
Capital Management as well as £32L7m ($48.7m) of
cash. Page 23

Gartmore forecasts 64% rise
Gartmore, the investment fund manager, forecast a
64 per cent rise in pro-forma profits to £24.5m

j

($36.5m) before tax for the 1993 year in its path-
finder prospectus. Page 26

Steel girdles?

griAS^r

Bratsk, the biggest aluminium smelter in the weald,

is diversifying into the manufacture of socks and

tights. The Siberian smelter is compromising with

the focal town authorities to cut pollution while

confining to provide Jobs. Page 26
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Bond 21
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Brit & American FBm 25
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Compaq net income more than doubles
By Alan Cane in London

COMPAQ Computer, which
yesterday reported a sharp
increase in profits, is reaping the
benefit of its continued emphasis
on cost control and product inno-
vation.

The US group is the only large
personal computer maker that is
consistently profitable and it

could soon overtake Apple Com-
puter as world number two after
International Business Machines.
Shares in the Texas-based man-

ufacturer rose $2Vi to S647. before

UAP up
15% in

spite of
bank
losses
By John Ridding in Paris

easing to 64&, on third quarter
profits which surpassed most
analysts' expectations.

It reported net income of
SI06.77m for the quarter to Sep-
tember 30, more than double last

year's $49,37m. Revenues rose 64

per cent to fl.TSbn.

It is the fifth quarter in a row
that Compaq has reported record
sales. The results are all the
more remarkable because the
third quarter is traditionally its

weakest
Earnings per share more than

doubled to $1.25, fully diluted.

compared with 0.61 a year ago.

Mr Eckhard Pfeiffer, chief exec-

utive and the principal architect

of Compaq’s turaround 16
months ago. attributed the
results to continued product
innovation, an emphasis on man-
ufacturing effirienejp*! and effec-

tive management of distribution

channels.
Until the middle of 1992, the

company’s market share and
profitability had been threatened
by a strategy of charging a pre-

mium price for quality and
distributing strictly through

approved dealers.

Mr Pfeiffer sought ways of
manufacturing a quality product
at lower prices and looked for

new avenues to market. The
ensuing price war seems to have
hit Compaq’s competitors while
markedly improving the compa-
ny's market share.

Mr Pfeiffer said Camp” 1! was
one of the world's most efficient

PC producers with revenues of

9700,000 per employee. “During
the year we increased our strate-

gic investments in product devel-

opment, marketing, advertising

and geographic expansion while
successfully cutting operating
expenses,” he added.
The company had concentrated

on broadening its product range
and taking steps to avoid conflict

in the complex of distributors,

dealers and retailers that it uses
to market its products.

All geographic regions contrib-

uted to the sales growth. Europe
and North America grew 37 and
75 per cent respectively although
Mr Pfeiffer pointed out that, mea-
sured in local currencies, growth
in Europe was closer to 70 per

cent
Japan, Latin America and the

Pacific Rim all grew at rates in
excess of 100 per cent
For the first nine months, reve-

nues were $499bn, up 86 per cent,

while net income was 6311.4m, up
152 per cent, equivalent to 63.68 a
share, fully diluted.

Inventory rose sharply to

61.3bn at September 30 compared
with $834m at December 31 last

year. Mr Pfeiffer said this was in

anticipation of a good fourth
quarter, traditionally Compaq’s
strangest

Sara Webb explains why financial explorers are attracted by emerging markets

Seeking high returns -
C7 IFC incEcoa in $ terms (June 1. 1993=100}
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When he rode his BMW un almost the entire team of UK houses such as Barinn r

MR JEAN Peyrelevade, chairman
of Union des Assurances de Parts
(UAP), France’s largest insur-
ance group, said yesterday the
company was on the road to
recovery. This was in spite of the
depressed conditions which per-
sisted in some of its markets.
ms forecast came as the com-

pany announced results for the

first six months of the year
showing net profits of FFr599m
(6103.6m), an increase of 15 per
cent over the corresponding
period in 1992. Mr Peyrelevade
said the group was on course for

fall-year profits of between
FPrl.5bn and FFr2bn. In 1992,

profits fell 70 per cent to
FFrl.OSbn.

The recovery in profits should
improve the prospects of privati-

sation for the group, which is

one of the 21 publicly owned
companies scheduled for sale by
the centre-right government of
Mr Edouard BaUadur. Industry
analysts in Paris said it was
likely that UAP would be priva-

tised early next year.

UAP’s privatisation hopes
have also been boosted by the
resolution earlier this month of a
long-running wrangle with Suez,

tiie French industrial and finan-

cial bolding company. An agree-

ment between the two groups
gave UAP control of Colonia, the
German insurer.

The increase in first-half prof-

its was achieved despite an
increase in losses at Banque
Worms, the group's troubled
hanking subsidiary. Losses and
provisions at the bank amounted
to FFr615m compared with
FFr221m in the same period in

1992.

UAP said the Increased losses

from its banking activities

reflected the fact that Banque
Worms took most of its provi-

sions for 1992 in the second half

of that year, while tins year they

will be concentrated in the first

half. Mr Jacques-Henri Gougen-
heim, chairman of Banqne
Worms, said the bank's foil-year

loss for 1993 should be half the
FFrl.65bn deficit recorded last

year.

CAP'S insurance division and
the finance and property division

both recorded a strong perfor-

mance. The insurance activities

raised profits from FFr739m to

FFr949m, while property and
finance was up from FFr430m to

FFr756m-
The group’s insurance turn-

over rose 8.5 per cent to
FFr71.2bn. Premiums in life

assurance increased 8.6 per cent

to FFr34-9bn. while premiums in

accident insurance rose by a sim-

ilar proportion, to FFr36jbn.

M r Jim Rogers is not

your average tourist
When be rode his BMW

motorbike around the world with
girlfriend Tabitha, he stopped off

at nearly every stock exchange
en route to see what he could
buy.
His holiday souvenirs included

all seven stocks then listed on
file Botswana stock exchange.
Mr Rogers, formerly George

Soros's business partner, is in
one of the fastest growing finan-

cial industries: emerging mar-
kets. He invests in the debt and
equities from far-flung regions.

“Emerging markets are to the
1990s what M&A was to the
1980s,” says one expert in the
field.

Some - such as Thailand,
South Korea and Mexico - have
developed so fast they have more
or-less graduated to developed
status. Others, such as the tiny

stock exchanges of Morocco and
Botswana, are of interest to the
more adventurous explorers of
the investment world.

The high returns available
from some of the emerging debt
and equity markets are proving a
strong lure for institutional and
retail funds.

Investors are pouring money
into emerging market foods and
new issues, hoping to make
money in the fast-growing econo-
mies of Asia and Latin America.
US closed-end mutual funds
investing in emerging markets
ranging from Brazil to Taiwan
have raised a gross total of
$3.81bn through new fund
IgnnnhPB and rights offerings so
far this year - up from Jl-24bn hi

1932, according to Upper Analyti-

cal Services.

As further testimony to this

surge in interest, investment
banks have stepped up their

recruitment campaigns. Only
recently, Morgen Grenfell picked
up almost the entire team of
emerging market equities staff -

sales, trading and research -
from James Capel, boosting their

headcount from 100 to 120 and
complementing their existing
clout in the emerging market
debt business.

US firms such as Salomon
Brothers and Morgan Stanley
employ a couple of hundred peo-

ple in the emerging markets area
worldwide, covering both equi-

ties and debt.

“Firms like JP Morgan, Salo-

Emerglng markets bond
Index % return*

EMBI 20.57

By issuer

PhBppInte 30.61

Venezuela 27.97

Lafln-orty 25.68

Mexico 14.14

V mg** * anfSapuntif
ftxace JP Mwg*> SWatton

mon Brothers and Morgan Gren-
fell dominate the emerging mar-
kets debt business,'’ says one
independent adviser, who adds
that the revenue generated from
profitable debt dealing has in
these cases allowed expansion
into the emerging market equity
business, a smaller and initially

far less profitable area.

The interest in debt trading
stems partly from the decision by
countries such as Nigeria.
Morocco, Argentina and the Phi-

lippines to either reschedule
their debt or repackage it in the

form of bonds.
In addition, retail and institu-

tional investors can buy debt in

eurobond form from a variety of

emerging markets including

Mexico, Hungary and the Philip-

pines.

UK houses such as Baring
Securities and Flemings have
built up strong reputations over
several years, especially on the

Asian equities side. However, tra-

ditionally the US houses have
had a competitive advantage in

the Latin American markets on
their doorstep.

Invariably, expansion means
head-hunting the nearest individ-

uals or teams.
“There’s a terrific shortage:

people are lazy so they just look

around and see if they can steal

talent from someone else,” says
Mr Miles Mortend, an emerging
markets consultant to several US
fund managers, who chucked in

City life in 1989 to walk across

France.
“Usually, what happens is that

firms look at the existing pool of

people and redeploy them, so you
see good people being sucked out
of western Europe to look at east-

ern Europe, or people in Hong
Kong and Japan concentrating

on other parts of Asia.

“At the moment there’s almost
no one looking at Africa - I’ve

heard of five different Africa
funds being proposed but no one
can find anyone to manage
them.”
Mr Morland believes City firms

are missing a great opportunity

to hire well educated local staff

in some of the emerging coun-
tries they cover not only do they
have the right contacts but they
are also “a lot cheaper” than
most new recruits in the City.

The people who do well in

emerging markets “tend to be a
bit mine creative and imagina-
tive than your routine spread-
sheet jockeys,” says one insider.

“They are the kind of people who
go on holiday to Siberia and

IFC ireflew tot % tern® (June 1, 1993-100)
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check out the local brewery for

investment potential while they
are there,” says another special-

ist

Mr Rogers, interviewed by
phone while working out on his

exercise bike in New York,
claims “a motorbike is the best

way to see a country”.

But his reception wasn't
always the kind associated with
the usual investors roadshow.
“The people at the stock
exchange were always a little

surprised ... In Ecuador they
thought I was some kind of drug
smuggler.”

It is easy to see the appeal of

these emerging market invest-

ments.
US interest rates are at their

lowest level fix' 18 years; returns

in the US Treasury bond and
stock market look lacklustre; and
growth in much of Europe has

slowed down.
According to JP Morgan Secu-

rities, the Emerging Market Bond
Index (EMBI) rose 2657 per cent

in the wftm months to September
30, outperforming both US stocks

and bonds.
Mr Stephen Dizard, a managing

director at Salomon Brothers,

points to the increasing interna-

tionalisation of US investors,

which has resulted in greater

interest in overseas investments
- including emerging markets.

The aficionados - like Mr Rog-
ers and Mr Morland - get their
thrill* from being in a market
where no foreigner has been
before. “Sri Lanka? That’s a bit

overdeveloped for my taste,”

laughs Mr Morland. Mr Rogers,
meanwhile, says he’s putting his

money into Ghana and Ecuador,

Argentina anticipates further

strong growth. Back Page

Wellcome and SB open
fire in herpes drug war
By PaUl Abrahams in London

WELLCOME and SmithKline
Beecham, the UK pharmaceuti-
cals groups, yesterday played
their opening gambits in the bat-

tle for the world's rapidly-grow-

ing herpes and shingles treat-

ment market
The groups revealed data about

their successors to Wellcome’s
best-selling product Zovirax,
which generated sales last year

of £586m (6884m).

Wellcome published details of

the first clinical trial (m Valtrex.

also known as valaciclovir. The
study showed the drug was more
effective in shortening long-term
pain in ahinglpg sufferers than

Zovirax.

Valtrex also required less fre-

quent dosing than its predeces-

sor, according to data which was
presented at the Interscience
Conference on Antimicrobial
Agents and Chemotherapy in

New Orleans.

Wellcome said Valtrex would
be submitted to the regulatory
authorities in the spring, earlier

than had been expected.

Meanwhile, SmithKline Bee-
cham also presented data at the
conference on its drug famciclo-

vir.

The study demonstrated it was
more effective than Zovirax in
reducing long-term in shin-

gles patients.

The studies presented yester-

day could not be compared
because each started measuring
the reduction in post-shingles

pain at ritffergw* time-points.

Details, Page 24

Smiths bolstered by strong

growth in medical systems
By Andrew Bolger In London

SMITHS Industries' shares

gained more than 10 per cent yes-

terday as profits from the medi-

cal systems side rose 40 per cent

to £41^m (661.5m), offsetting the

continuing decline in the aero-

space division.

The UK-based aerospace, medi-

cal systems and industrial prod-

ucts group reported annual

results above market expecta-

tions, and the share price

advanced 39p to £>4p.

Pre-tax profits rose slightly

from £i023m to £l04.6m in the

year to July 31. Sales, boosted

£57m by acquisitions, increased

from £635m to £726m.

Medical systems for the first

time contributed more to the

group's anni|ai results than the

aerospace division, which saw

trading profits fell 8 per cent to

£40.5m.

Mr Roger Hum, chairman and
chief executive, believed there
would eventually be a recover;

in aerospace - particularly on
the civil side, when a return to

profitability by the US domestic

airlines would enable them to

invest in bigger, more efficient

and quieter aircraft.

The industrial division

increased trading profits from
£15.8m to £2im helped by an
eight-month contribution from
Vent-Axia, the fens maker which
it bought for £58m last December.
Mr Hum said the group had

shed 1,000 aerospace jobs in the

UK and US over the 12 months.
In the past three years the num-
ber of employees in aerospace
had fallen by a third to 5,800, just

over half the total. He said the

downturn in the production of
commercial jets and defence cuts

meant restructuring and job cuts

would continue in aerospace.

The improved performance by
medical systems was evenly split

between organic growth and the

effect of acquisitions - Including

the £66m purchase last October
of Intertech Resources, a US dis-

posable medical products com-
pany.

The group's net cash balances

fell to £34m from £120m last year,

following the purchases of Vent-

Axia and Intertech. Operating
cashflow increased from £110m to

Although earnings rose only

2.6 per cent to 23£p (213p). a

final dividend of 7.55p (7.l5p)

gives a total for the year of lL85p

(11-25P).

Lex, Page 16
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Restructuring costs cut

Thomson-CSF profits
By John Ffidtfng in Paris

THOMSON-CSF, the French
state-controlled defence elec-

tronics group, yesterday
announced a halving in net
profits for the first six months
of the year. It warned that full-

year profits would be below
those achieved in 1992.

The company blamed the
decline In net profits, which
fell to FFr455m (S79Sm) from
FFrS48m in the first half of
1992. on its stake in loss-

making Credit Lyonnais, and
on restructuring costs.

Its 22 per cent holding in the

French bank represented a
negative contribution of
FFi225m, while restructuring

charges amounted to FFrllOm.
Operating profits, however,

remained fairly steady at
FFr9i8m, compared with
FFr935m last time.

Sales fell by 5-6 per cent in

the first half of the year, to
FFrl3^4bn. The company said

turnover for the full year was
expected to decline by about S
per cent Operating income is

forecast to remain stable for

the year at about FFr2.07bn.
The fall in net income for

1993 will depend on the contri-

bution from its financial affili-

ates, and upon the amount of
restructuring charges, the
group said.

The decline in sales in the
first half was the result of the

ending of the billing period for

two large overseas contracts
with the US and Saudi Arabia.
International sales fell by II

per cent, while domestic turn-
over showed a 2 per cent rise.

Thomson-CSF is on the list

or 21 publicly-owned groups
which the French government
wants to privatise.

Industry analysts in Paris,
however, say the sale of the
state’s stake in the group was
complicated by the structure of
Thomson. In particular, most
analysts believe it would be
difficult to sell Thomson-TCE.
the loss-making consumer elec-

tronics group which, along
with Thomson-CSF, comprises
the group.

Matra-Hachette doubles net
By John Ridding

MATRA-HACHETTE, the
French defence electronics,
automotive and media group,
yesterday announced a dou-
bling in first-half net profits to

FFr302m ($53.4m) from
FFrl52m and forecast an
increase for the full year from
the FFr354m achieved in 1992.

Lagard6re Group, the hold-

ing company that controls Mat-
ra-Hachette, also announced a
sharp Improvement, raising
net profits to FFr85m from
FFrlOm

Matra-Hachette and Lagar-
d&re said they were discussing
ways of merging the two
companies.
The result of these discus-

sions would be known soon,
they said.

Matra-Hachette, which was
formed last year by the merger
of the two businesses, said that
sales in the first half slipped by
3 per cent to FFr26^bn.
The rise in first-half profits

partly reflected a reduction in
financial charges, to FFr249m
from FFr382m resulting from a
reduction in debt

Operating profits remained
stable at FFrL32bn, with the
group's space, defence, audio-
visual and transport busi-
nesses offsetting declines in
other activities.

The increase in profits was
also achieved despite a rise in
exceptional charges, to

FFr418m in the first six

months of this year from
FFr25lm in the first half of
1992.

This year's charges include
restructuring costs relating to

the merger which formed the
group.

Volvo seeks remaining BCP shares
By Christopher Brown-Humes
in Stockholm

VOLVO. the Swedish
industrial group, yesterday
launched a public offer for the
outstanding shares in Branded
Consumer Products (BCP), the
company being formed from
the non-drug operations of
Procordia.

The move was expected fol-

lowing the company’s June
agreement with the Swedish
government, which will split

Procordia into its pharmaceuti-
cal and consumer product busi-

nesses.

It is not linked with the
planned merger of the group's

car and truck operations with
France's Renault

The offer values BCP at

SKrll.9bn ($L5bn). or SKr47 a
share, excluding SKr2.5bn of
debt. It is essentially a
mopping-up exercise, as Volvo
will hold 855 per cent of BCP's
votes and 73.7 per cent of its

capital once Procordia is for-

mally split next month.
Volvo’s offer consists of

three alternatives:

• One new Volvo share for

every six BCP shares. Based on
the SKi412 price at which Vol-
vo's shares closed yesterday,
this values each BCP share at

SKrt8.7;

• SKr47 in cash for each BCP
share;

• Seven shares in the new Pro-

cordia, to be renamed Pharma-
cia. for every 20 BCP shares.

Behind the offer is Volvo's

desire to balance its cyclical

motor vehicle operations with

a more stable consumer goods
business. BCP comprises Swed-
ish Match, Procordia Food,
Procordia Beverages and Pro-

cordia Invest

Disappointment among some
analysts, who felt the terms
were dilutive for the compa-
ny’s existing shareholders,
prompted a SKrl7 fell in Vol-

vo’s share price yesterday, to

SKr4l2.

Shares in BCP will be distrib-

uted to Procardia's current
shareholders in the form of a
dividend in mid-November,
allowing Volvo to proceed with
Its offer between November IS

and December 10.

Ferruzzi creditors begin a delicate game
Foreign banks are looking to avoid bankruptcy proceedings, writes Robert Graham *

F OREIGN bank creditors involved in bankruptcy pro- eign creditors In the 1991 col- son, Ferfln’s quoted industrial they Maimed,

of the collapsed Ferruz- ceedings in Italy If they can lapse of Federconsorzi, the group. Ferfin’s assets are tors rights is -*“_
nationai

zi-Montedison empire Possibly avoid it," said one of agricultural services group, essentially its 38 per cent state with acceptea iuF OREIGN bank creditors

of the collapsed Ferruz-

zi-Montedison empire
have begun a delicate poker
game to recover what they can
of the L4,128bn ($&6bn) consid-

ered to be at risk.

Talking tough, they declared
last Thursday the restructur-

ing plan for Italy's second larg-

est private group as “unaccept-
able". This is in direct contrast

to the Italians banks, which
with L14,058bn at risk, have
given a majority endorsement
The foreign banks last week-
end formed a working group
composed of Barclays. Citi-

bank, Credit Suisse, Deutsche
Bank and UBS with the aim of

preparing counter-proposals.

The first task, they say, will

be to assess the state of the
companies, on which they have
had no consistent information
since the debacle of Ferruzzi
debts and losses became
known five months ago. They
then want to be assured of

cashflow projections and
administrators' plans for man-
agement. From there, the
tough bargaining will start

The foreign banks must pro-

pose a compromise rescue for-

mula for Ferruzzi-Montedison
acceptable to all parties con-
cerned. If not the administra-

tors will be obliged to initiate

bankruptcy proceedings.
"No-one wants to get

involved in bankruptcy pro-

ceedings in Italy If they can
possibly avoid if said one of
the foreign bankers involved.

"The proceedings would be hid-

eously complex and lengthy,
and we have all seen the prob-

lems that have arisen, first

with Federconsorzi and then
Efim."
The 107 foreign creditor

banks are not the only ones to

realise this. In a letter to the
foreign banks this week,
Mediobanca, the Milan mer-
chant hawk which drew up the

restructuring plan, raised the
dangers of bankruptcy proceed-

ings if they continued to reject

the proposals. Mediobanca and
the administrators of Ferruzzi-

Montedison believe the core of
the group's agro-industrial,
chemical and financial activi-

ties can be salvaged through
restructuring. They point to

the healthy half-year net oper-

ating profit of Montedison, the
mam industrial group, up from
L398bn to L748bn.

Whatever the outcome, credi-

tors could lose more than
L4.00bn in all. according to

informal estimates circulating

among bankers.
Matters have not been

helped by the foreign banks'
claims that they were excluded
from preparation of the Medio-
banca plan. They are also wary
after the mishandling of for-

eign creditors in the 1991 col-

lapse of Federconsorzi, the
agricultural services group,
and the 1992 liquidation of
Efim

The Mediobanca plan Is cen-

tred on four elements: a debt
moratorium for 1993 costing

creditors LLBOObn; a consolida-

tion of Ferruzzi-Montedison

.

debt over 10-12 years costing

creditors a further Ll.SOQbn:

assets sales worth L5500bn;
and capital increases totalling

L5,400bn through debt conver-

sion and fresh subscriptions

underwritten 80 per cent by
the creditors. There will also

be a L800bn fund to assist

small creditors.

T he 21 Italian banks,
accounting for 71 per
cent of the credits at

risk, have backed this {dan
agreed to waive interest for

1993. Of credits totalling

L25,000bn on May 31, LX&899bn
is bank debt subject to the

moratorium and to consolida-

tion. The Italian banks are
more vulnerable, not only in

the size of their lendings hut In

the quality.

They have L8,238bn extended
to Ferruzzi Finanziaria (Fer-

fln), the quoted financial hold-

ing controlled by the Ferruzzi
family unto the June collapse.

A further L5£20bn of credits

are outstanding with Montedi-

son, Ferfln’s quoted industrial

group. Ferfin’s assets are

essentially its 38 per cent state

in Montedison, a 51 per cent

chsmphnldfng in FpruHaria, tfafr

insurance company, and
shares in diversified interests.

The foreign banks, on the

other have their main-

exposure, of I^381bn, to the

operating companies. Montedi-

son and its associates. Only
L747bn Is extended to Ferfin,

the financial bolding. They
also have Ll£37bn of credits

unaffected by the moratorium
or debt consolidation'
LLOTObn to the soundly-operat-

ing Eridania Beghin Say food-

stuffs business, and L193ba to

Edison, the power generation

company.
The distinct nature of the

foreign and Italian banks'
exposures, coupled with- the

domestic banks' greater inter-

est in prservation of the Fer-

ruzzi-Montedison ’s indentity,
has created different priorities

and approaches.
The foreign hanks claim the

Interests of the creditors axe

being put before those of the

Ferfin and Montedison share-

holders. FerOn’s equity in
Montedison must be first

"extinguished or reduced con-

sistent with creditors rights",

they told Mwriinhimaa. The can-

cellation of interest in 1993 to

protect shareholders equity.

INTERNATIONAL COMPANY NEWS IN BRIEF

THE CITY state of Bremen
confirmed yesterday that a
consortium of local companies
had signed a provisional agree-

ment with K16ckner-Werke,
the diversified steel group,
about the possible purchase of

its ailing steel plant in the

region, writes Ariane Genil-
lard in Bonn.
The offer will be reviewed by

ElOckner-Werke's board of
directors, which is due to meet
on November 1L A Elockner
spokesman said it bad "a good
chance” of being accepted.

According to the provisional

agreement, the consortium is

expected to buy 75 per cent of

the plant for a symbolic price.

Klockner-Werke would keep
the remaining shares.

Hoechst, a leading German
chemicals group, said drug
sales have started to improve,
following a 2.6 per cent decline

to DM45bn ($3.4bn) in the first

half, writes Christopher Par-
kes in Frankfurt.
Turnover from the pharma-

ceuticals divisions had
increased 0.6 per cent after

eight months and full-year

sales were expected to improve

3 per cent, according to group
executives.

Shares in Aegis, the Lon-
don-based holding company of

Europe’s largest media-buying

and planning group, plunged
lip to 21%p yesterday as the

group put forward a plan to

raise new equity finanra and
restructure its capital, writes

Diane Summers in London.
Omnicom, the US-based

advertising giant, will, for the

first time, become a significant

shareholder in the group,
prompting speculation that it

could eventually combine its

advertising activities

with Aegis' media-buying.
Aegis intends to raise £81An

($92.41m) ofnew equity finance

through an open offer of
£4&2m of new ordinary shares.

Lex, Page 24; Details, Page 23
Safra Republic, the Geneva-

based private banking group,

reported consolidated net
income of 330.1m, or $1.70 peer

share, in the third quarter, up
30 per cent, writes Ian Rodger
in Zurich.

Net interest income rose 105
per cent in the third quarter to

$56.2m, thanks to widening
spreads while foreign exchange
and trading income jumped 51
per cent to $85m. Net commis-
sion inramB more than doubled
to $L6.4m.

Celsius Industries, the new-
ly-privatised Swedish defence
group, has upgraded its 1993

profits forecast, after posting
better-than-expected figures for

the first eight months, writes
Christopher Brown-Homes.
The company expects a

SKr625m profit this year, com-
pared with an earlier predic-

tion that profits would at least

match 1992’s SKrS45m ($89m)
surplus. The group raised prof-

its after financial items by 23

per cent in the first eight
months to SKr425m from
SEr845m even though sales

eased to SKr7.2bn from
SKr7.7bn.

Hnhtamakt, the Finnish
consumer products group,
plans, to raise more than
FM300m ($53m) through -an
international issue of up to
L8m I shares, writes Christo-

pher. Brown-Humes.
The proceeds will help

the group fund. . the
purchase of CamaudMetal-

Box's high performance plas-

tics division. \

they claimed, “violates credi-

tors’ rights, Is inconsistent

with accepted international •

restructuring principles, and is r

completely unfeasible"-
,

A nother point disputed )

by the banks is the 1

extent of asset sales. I

Rather than protect the nature ,

of Ferruzzi-Montedison, they

believe credit recovery can be r
.

maximised through a larger .*

sale of the good assets con- '

trolled by Ferfin. •

.
-

For instance, the plan envis-^.-

ages the Ferfin stake in Mont- /
pdignn to be cut to 30 per cent

|

and its stake in Fondiaria, to

34 per cent , ,
f

• The backing of the big Ital-

ian hanhi for the plan enabled

Ferfln’s and Montedison’s half-

yearly accounts to be passed

by their boards. Approval had

been delayed from September

30 to permit the administrator
|

to include at least the biggest
;

Italian creditors' decision to
’

forego interest in 1993.

The next formal step will be I

the special meetings of Ferfin t

and Montedison convened fot, *

November 31 and December w
j

to approve the first stage of •

their respective capital t

increases. If the foreign banks :

continue to oppose the plan, {

the infirings will have to be

postponed, perhaps leading to
{

bankruptcy proceedings. {

Accor earnings
j

fall to FFrl09m i

in first half
;

NET profits at Accor, the £

French hotel and tourism )

group, fell to FFri09m ($18£afe a

in the first half from FFri37m
'

last time as the fiercely com-
{

petitiwe condition, of the Eurd^ i

pean hotel business took its \

toll, writes Alice Rawsthorn In \

Paris. •

The group, still burdened by
j

heavy debts following the
j

acquisition in 1991 of Wagons-
Iits. the Belgian travel group, \

also warned of a fall in net 1

profits for the full financial i

year.

It said that although the sea-

sonal nature of its business
meant the second half would

j

be better than the first, it
!

expected net profits to settle at
between FFTS50m and FFrSSOm
fra- the fill! year.

Rein* Du-htungs GmbH, Neu-

Ulm, md Hugo Heinz GmbH,
Berlin, have bevn suki to a

wholly-owned subsidiary of

Dana Corporation

ftuvlay* >Ie Znete Wnid
fniiiat-.nl ibis transition ami

acted 35 financial adviser to Uur

shareholders of the Retire

companies.

August 1995

Dcnuiicx UK Oil ami Gas has

acquired 16 North sea oil and

blocks lor a consideration oF

approximately £ 100 million from

Lasmo pic

Barclays dr Zu&le Wcdd acted as

financial adviser to Dcmincx.

& Treuhandanstaft

A subsidiary of the

Trcuhandmttalt has sold the

heavy crane manufacturing

business of the former Takraf

combine to private sector

purchasers in three separate

transactions.

Barclays dc Zoc-tc Wcdd acted

as financial adviser to the

Treuhandonstali in these

transactions.

A.W. Baulderstone

Holdings Pty Limited

A.W. Baulderstone Holdings Pty

Limit>-d, Australia, has been

acquired for A$63 million by

Biifinger + Berger AG

Barclays dc Zoctc Wcdd acted

as financial adviser to A.W.

Baulderstone Holdings

throughout this transaction.

July 1993

-V-awoMMN

A subsidiary of tdinullurli

Luheci AG has acquired

Policstcres Espanotcs SA
iPoIiesa), Betcn SA and Policau

France SRL from

Compaxlia E&paBola dc
Petroleos SA

BortJays dc Zoetn VYVdd

initiated this transaction and

acted as financial adviser to

Schraaihach Lubeva AG.

Barclays dc Zoctc Wcdd
Deutschland GmbH
Ulmcn>trasse 22

6032a Frankfurt am Main

Germany

Phone: 69 7, 70 9 122

Fax: +49 69 71 70 9 124

Icbnury 197 3 December 1992

The Republic of Venezuela
U.S. $968,562,000

Collateralized Floating Rate Bonds due 2020
USD Discount SeriesA

In accordance with tha provisions of theBonds, noOoe is hereby
given that for the Interest Period from October 21 , 1993 to April

21, 1994 the Bonds wffl carry an Interest Hate of 4.1875% per
annum. The interest payable on the relevant interest payment
date. April 21, 1994 will be U.S. $21.17 per U.S. $1,000
principal amount

By: TheChase Manhattan Bank, MA.
Agent Bank CHASE

October21 .1993

The Republic of Venezuela
U.S. $298,696,000

Floating Rate Bonds due 2008
USD Debt Conversion Series IL

In accoreiance with the provisionsoMhe Bonds, notice is hereby
given that for the interest Period from October 21, 19S3toAprfl
21. 1994 the Bonds will cany an Interest Bate of 4.25% per
annum. The interest payable an the relevant interestpayment
data April 21 , 1994 will be U.S. S21.49 per U.S. $1,000
principal amount,

By: The Chase Manhattan Bank, NJV.
AgentBank CHASE

October 21. 1993

Notice of Redemption to Uw Holders of

THE LONG-TERM CREDIT BANK OF JAPAN
FINANCE N.V.

US$50,000,000
Guaranteed Floating/Fixed Rate Notes

due December 2001
lib:

Notice hereby jjvcn that, pursuant to Condition 5(b) of theTerms ami
Condirioir, ofthe Now-.. The Lone -Term Credit Bank ofJapan Pittance N.V.
hat elected to redeem on 3rd December. 1993 (the "Redemption Daw1

*) all
of the fSuic* 4< their principal amount. Interest un the Notes wilt cease to
accrue on and after the Redemption Dale.

The Notes a ill be paid, upon presentation and surrender thereof with
all coupons appertaining thereto maturing after the Redemption Dare, at the
olfiees *!:

LTCB Trust Company. New York dor payments of principal only)
Kredieibonk S.A. Lasembotirgeoise. iaiscrabourg
Kavdielbank N.V.. Brussels

The laing-Tenn Credit Bank of Japan. Limited, London

The coupons due un 3rd December. 1993. should be presented for

payment in the usual manner.

FISCAL AGENT
I.TCB Trust Company, New York

2 1st October. 1993

NOTICE
to the holders of the outstanding

U.S.SS6.880.000
Extendible Floating Rate Notes (the "Extended Notes")

(being those ofthe former U.S325O.00Q.0O0
Tan Year Extancfibfe Flowing Rate Notes in respect ofwhich tha -

option to extend the maturitywaa exercised In February 19831

State Bank ofNew South Wales Limited
A.C.N. 003 963 228

(formerly State Bank of New South Wales)

On l&h August, 1993 (the "Redemption and Reissue Date") Stats Bank of
New South Wales Limited (the "Bank"}, pursuant to Condition 5(0] ofthe
U.S.S153,120.000 Extendible Floating Rats Notes (the "Reissue Notes')
<9suadby the Bank's predecessor StatsBank ofNew SouthWales (being
those at the former U-S-S250.000.000 Ten Year Exundtte Boating Rata
NotesofthaBank hi respect ofwhichtheoption to extend thematuritywaa
not axarebad In February 1993), redeemed all the Reissue Note* attheir
principal amount and reissued tha Reiasus Notes with their maturity
extended to tha knarastFaymant Data(asdefined In theConditions) falling
in February 2003. Following the reissue, the Extended Notes and the
Reiseue Notes (together dm "Notes’) have die same maturity data and
have bean reconsolidatcd to form a single series known as;

State Bank ofNewSouth Wales Limited
ACJV.MB9B3228

U.££250,000,000 ExtendUa Floating Rata Notes.

The Extended Notes and the Rttissua Notes continue to be listed on the
London Stock Exchange under the designation:

State Bank ofNew South Wales limited

.

UJxS269.0OflL0OO
Extmxfibte Hearting Rates Notes

The ISM tor tha Extended Notes and the Reissue Notes te
(30008428446

Issued by
State Bankof New South Wales Limited

State Bank
21st October. 1993

US. $100,000,000

B.B.L. International N.V.

Floating Rate Notes Due 1999
Guaranteed on a Subordinated Basis

as to payment of principal and interest by
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f Risk doesn’t always wear
a familiar face.

It’s hard enough to recognise risk at home.

But venture abroad and risk is even more disguised.

That’s when it’s good to have the institution

that’s dedicated to managing risk at your side.

Bankers Trust.

We’ll help you control the risk you want to

avoid. Then help you reap the rewards of the risk

you do assume.

We don’t view risk from a single command

post. We’re in London, NewYcric,Tokyo. In Sydney and

Hong Kong. In Madrid, Paris, Frankfurt, Luxembourg

and Milan. In Latin America and Eastern Europe.

Everywhere we’re in the middle of local mar-

kets. And on top of them. Since risk is global today,

it has to be looked at that way.

With Bankers Trust beside you, there’s no

risk anywhere that you can’t face.

BankersTrust
LEAD FROM STRENGTH.
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INTERNATIONAL COMPANIES AND FINANCE

Digital slides back into the red
By Alan Cane

DIGITAL Equipment, the
troubled US computer manu-
facturer, slipped back into the
Ted in the first quarter of 1994
but cut its losses compared
with the same period last year.

The results were poorer than
analysts had anticipated and
the shares fell s% to $35tt in
early trading in New York.

Digital suffered a net loss of

583.18m, or 62 cents a share, for

the quarter ended October 2,

against $260.55m. or $2.04, a

year ago. The loss included a

one-time benefit of $20m, or 14

cents, relating to a change in-

accounting principles for taxes.

The loss before tax was
reduced to $99.7m, compared
with $250.5m last year, which
Mr Robert Palmer, chief execu-

tive, attributed to a focus on
cost controls. Research and
engineering spending has been
cat by 590m or 22 per cent and
selling, general and adminis-
trative costs fell by $259m or 23

per cent, compared with the
same quarter a year ago.

Operating revenues were
53-Glbn, 9 per cent below the

$3Jbn recorded last year.

Mr Palmer said: “We were

disappointed by the revenue

declines from last year." He
attributed much of the fall to

weak markets in Europe, espe-

cially Germany and Italy.

There was a slight decline in

the US, but growth in Asia was
not enough to compensate for

the falls in other areas.

Digital's latest loss comes
immediately after its first

quarterly profit in two years

and follows a campaign to con-

vince customers the company
is committed to becoming a

leader in "client-server”

systems. These are networks of

small computers, which are

rapidly replacing the minicom-

puters that have been Digital’s

main products.

Revenues and profit margins

are suffering with the move to

cheaper products. Mr William

SteuL chief financial officer,

said Digital achieved
double-digit growth in both

dollars and units in personal

computers and workstations,

but product gross margins
declined five points from last

year-

Lower oil prices restrict Texaco to $317m
By Richard Waters

WEAKER oil prices and special

items restricted third-quarter
net income on continuing
operations at Texaco to 5317m,
or $L13 a share, compared with
5325m, or $L26 a share, a year
before.

Including the loss on the sale

of the company’s chemical
business, net income fell

to 5142m.

Before all one-off items,

after-tax earnings were $255m,
down from $338m the previous
year. Mr Alfred DeCrane,
rhairman and chief executive,

said this reflected a “solid per-

formance” in the face of a $4
per barrel decline In crude cril

prices.

Operating earnings from US
exploration and production fell

from $193m to $138m while
upstream activities overseas

generated $15m, down from
598m (both before special
items), largely as a result of
lower mi prices.

Operating income from
downstream businesses, on the
other hand, rose to $99m from
$83m in the US and remained
flat at $l07m overseas.

Texaco also reported special

charges of $235m, stemming
from staff reductions, reserves

to meet environmental

clean-up costs and asset write-

downs.
These were of&et by a 5152m

credit due to a change in tax

law affecting deferred taxes

and a 5145m. deferred tax credit

related to the sale of an inter-

est In a subsidiary.

A loss on the sale of Texaco's

chemical operations led to a
$164m charge, along with a
$Llm loss for the quarter on
the chemical business.

iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiniMiiiiiiiiiiiiiniiimi

This announcement appears as a matter ofrecord only, all ofthe securities having been so Id.

U.S.$303,025,000 Global Offering

represented by

39,100,000 Common Shares

36
Grupo Tribasa, S.A. de C.V.

Inserf, S.A. de C.V.
Global Coordinatorfor die Company

Lehman Brothers
International Coordinator for the Combined Offering

American Depositary Shares

each representing two shares of Common Stock

Price U.S.$15Vi Per ADS

5,865,000 American Depositary Shares

ABN AMRO Bank N.V.

Interacdones Global, Inc.

Salomon Brothers International Limited

S.G.Warburg Securities

Lehman Brothers Paribas Capital Markets

Dresdner Bank Aktiengesellschaft

Jardine Fleming

UBS Limited

Yamaichi International (Europe) Limited

This tranche is being offered outside the United States, Canada and Mexico

9,775,000 American Depositary Shares

Lehman Brothers

Salomon Brothers Inc Interacciones Global, Inc.

S.G.Warburg Sc Co. Inc.

Donaldson, Lufkin & Jcnrctte
iecatiacM Corporation

hazard Freres Sc Co.

CS First Boston Alex. Brown Sc Sous
Incorporated

A.G. Edwards Sc Sons, Inc. Kemper Securities, Inc.

Dillon, Read Sc Co. Inc.

Kidder, Peabody Sc Co.
Incorporated

Merrill Lynch Sc Co.

Oppenheimer & Co., Inc.

Prudential Securities Incorporated

Morgan Stanley Sc Co.
incorporated

Montgomery Securities J.P. Morgan Securities Inc.

PaineWebber Incorporated Paribas Capital Markets

Smith Barney Shearson Inc.

Acdones y Valores de Mexico, S.A. de C.V.

Wcrtheun Schroder Sc Co.
Incorporated

Arnhoid and S. Bleichroeder, Inc.

Dean Witter Reynolds Inc.

D.A. Campbell Company, Inc.

First Analysis Securities Corporation Cabelli 8C Company, Inc. GrumaJ & Co., Incorporated

Laidlaw Equities, Inc. Wood Gundy Corp.

This tranche is being offered in the United States and Canada

7,820,000 Common Shares

Interacdones S.A. de C.V.
Grupo Pfaundcro Intoarriong

Acdones y Valores de Mexico, S.A. de C.V
Gmpo Biawtw Botumex-Acdval

Invennexico, S.A de C.V.
Grupo fiuuidcra limoaUn ‘

GBM Grupo Borsadl Mcxicano, S.A. de GV.
Grupo naodcre CBM AtUmicg

Valores Mexicanos, S.A de C.V.
Casa de Bolu

Abaco, Casa de Bolsa, S.A- de CV.
Abseo Grupo Firun«*CfO

Mexival, S.A. dc C.V., Casa de Bolsa
Gcapa Rnirirm Mwjwl Rmpart

Estratcgia Bursatfl, SJV. dc C-V-, Casa de Bolsa

Bunamex, S.A. de C.V., Casa de Bolsa

Tnvex Casa de Bolsa, S.A. de C.V.

This tranche is being offered in Mexico

October 1993
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Burger King

reviews US
advertising

account
By Frank McGurty in New York

BURGER King, the fast-food

restaurant chain, is reviewing

its main US advertising

account, handled by the New
York office of D’Arcy Masins

Benton & Bowles since 1989.

The business, which accord-

ing to industry estimates has a

budget of $l70m a year, is one

of the world’s most lucrative

advertising accounts.

Burger King, a subsidiary of

Grand Metropolitan, said it

was "seeking a fresh

approach” to a “back-to-

basics" marketing strategy,

initiated by Mir James Adam-
son when be was appointed
chid' executive last July.

"It is simply the right time
to review creative options and
steer our advertising in the
direction that further builds

on our brand equities,” said

Mr Sidney Feltenstein. execu-
tive vice-president for world-
wide marketing.
DMB&B’s first television

campaign for the group since

Mr Adamson’s appointment
was launched this month. It

highlights prices and puts less

emphasis on quality.

The fresh approach by Bur-
ger King, which operates
about 7,000 restaurants world-
wide, comes as packaged
goods marketers are increas-

ingly concerned over the will-

ingness of US consumers to
boy lower-cost alternatives to

brand-name products.

Burger King said it would
continue to stress value for
money in Its advertising.
"This is a simple, fun busi-

ness,” a spokeswoman said.

"There's no reason to make
our message too complicated.
Burger King’s advertising

budget is $250m a year, which
includes international billings,

special projects and advertis-

ing directed at consumers
from US minority groups.
The company declined to

comment on the specific size of

the account under review
except to say it involved "a
good portion” of the totaL

DHB&B would continue to

handle the international por-

tion of the business and would
be invited to participate in the
review, the company said.

Tenneco earnings more

than doubled at $116m
By Laurie Morse

in Chicago

TENNECO. the diversified US

industrial company, more than

doubled third-quarter operat-

ing earnings, helped by a sharp

tumround at its farm and

construction equipment divi-

sion and improvements in its

natural gas pipeline

operations.

Income from continuing

operations advanced to $U6m,

or 64 cents a share, compared

with $46m, or 28 cents, in the

third quarter of 1992.

Revenues were little changed

from last year, at g&Sbn.

Tenneco's heavy equipment

manufacturing division. Case

Corporation, reversed last

year’s third-quarter loss of

S88ra to report a $l0m profit in

this year's quarter. Sales fell to

5841m, from $84Sm in 1992.

Case, which has undergone

substantial restructuring in

the past two years, will

increase output in the ounn^t

three months for the first tune

in seven quarters.

A 30 per cent production

increase will put Case s pro-

duction for all of 1993 at the

same level as 1992.

Mr Mike Walsh, Tenneco s

charrrn"", said that new pne-

ing strategies, aggressive

inventory management and

quality control would continue

Case’s operating improvement

into 1994.

Tenneco Gas earned $84m in

the quarter, up from 558m last

year, while operating income

at Tenneco’s chemicals divi-

sion, Albright & Wilson, rose

to ywftn, from $15m.

The natural gas division’s

m
results were aided by a lavoBf.

able rate decision that added

534m to operating income fo

the third quarter.

However, the automotive

parts and packaging dirisfoiis

showed only marginal income
improvements, while revenue

and operating income dedfaafl

at the Newport News ship,

building division.

For the nine months,
Tenneco’s operating income
rose to 5852m, from 5880m last

time. -
*

Income from continuing !

operations rose to 6301m, «
$1.75 a share, from 5131m,.eras”’
cents a share, last year. • !

The company said that effi-

ciency improvements had ,

added about 5170m to operat-

ing income since January,

compared with 5215m for all of i

1992.

)!

\i

USAir loss

near forecast

at $177.6m
By Richard Tomkins
in Now York

USAIR, the US airline in

which British Airways has a
24.6 per cent stake, yesterday

produced the latest in a series

of dismal results by reporting
a third-quarter loss of
5177.6m. It was roughly in line

with the 5180m loss it had pre-

dicted at the end of last
month.
Part of die loss reflected on

exceptional charge of 567.2m
for costs involved in cutting
2*500 jobs from its workforce,
and the comparable figure for
last year's third quarter - a
loss of $105.5m - included an
exceptional gain of $l(L3m on
the sale of its general aviation
activities.

Mr Seth Schofield, president
and chief executive, acknowl-
edged the figures were poor.
While revenues and yields

have improved from last year,
our results are disappointing

,

especially in the light of more
positive results reported for
the first two quarters of this
year.” he said.

USAir, burdened with some
of the highest wage costs in
the industry. Is facing tough
competition from low-cost
carriers, such as Southwest
Airlines, which last month
launched an assault on
USAir’s Baltimore hub in the
north-east. It has failed to
report an annual profit since
1988.

The company hopes to cut
its costs by 5200m next year.

Bristol-Myers blames currency

movements for static quarter

r,\

By Karen Zagor
In New York

BRISTOL-MYERS Squibb, one

of the world’s biggest drugs
companies, yesterday reported

a 3 per cent rise in third quar-

ter net income on sales which
did 3 per cent

For the three months to Sep-

tember 30, Bristol-Myers had
net income of 5608m or SLI8 a
share on sales of $2J6bn. A
year earlier, it earned 5589.2m,

or $1.14 on sales of 52.95bn,

including earnings from dis-

continued operations of 517.4m.
Like its competitors, Bristol

Myers has been hit by pressure
to reduce drugs prices. The
company blamed unfavourable

exchange rate fluctuations and

government costs containment
measures in some European

countries for its sales shortfall

in the quarter.

Mr Richard Gelb, chairman

and chief executive, also

blamed the decline on a com-

parison with a very strong

third quarter for pharmaceuti-

cal sales last year.

In the latest quarter, Bristol

Myers’ pharmaceutical sales

fell 4 per cent in spite of higher

sales for several new products

jnHiiriing its cholesterol-lower-

ing Pravachol, its Videx AIDS
medication and the Taxol can-

cer-fighting drug. Sales of

Capoten, a cardiovascular
drug, continued to erode.

Sales of medical devices

flat, while consumer prod

sales dropped 3 per -cent,

reflecting strong competition

in the US analgesics mud hair

care markets.

For the nine months, net

earnings were S1.7bn, or $33),

on sales of S8.42bn. In the same

period of 1992. the company
earned $L3Sbn, or $2J>7 includ-

ing earnings from its Bracked

household products business

which was sold in December

and from a charge of S246mibr

accounting changes.
Earnings from continuing

operations rose 8 per cot to

51.7bn from $1.58bn. Sag
edged up to $8.42bn from

S&33bn. y
BankAmerica flat in third term
By Richard Waters
In New York

UNDERLYING earnings at
BankAmerica remained flat in

the third quarter as the US’s
second biggest banking group
continued to struggle against a
weak economy in its home
state, California.

After paying out $26m in
what it termed a "special

recognition award” to
employees following the
merger with Security Pacific,

net income in the three
months was 5486m, or $L19 a
share.

This compared with after-tax

earnings of 5488m in the
previous three months and
5476m, or $1.22 per share.

in the third quarter of

1992.

"Economic weakness
continued to constrain our
overall business volume,”
said Mr Richard Rosen-
berg. chairman and chief
executive.

The bank continued to

focus on controlling costs, be
added.

Operating costs, at gustm.
were level with the previous
three months, though ahead of
the $L79hn of the 1992 third

quarter.

Net interest income, at
51A8bn, was identical to the
level in the same period a year
before, though up from 51.85bn
in the second quarter of this
year.

Non-interest income, at Slim,

was down by 549m from the

previous quarter due to lower

profits from asset sales and a

decline in foreign exchange
trading income, from S108m to

576m.
Provisions for credit losses

during the period fell to 5175m,

from 5200m in the previous
three months.
In common with other CS

banks, BankAmerica reported

a further rise in the ratio of

loan-loss reserves to

non-performing loans, which
now stands at 122 per cent, up
from 110 per cent
The bank's tier one

ratio climbed to 7.2 per
from 6.9 per cent at the end <#-

June.

Credit services help

lift Dean Witter 52%
By Patrick Harvarson
in New York

DEAN Witter Discover
reported a 52 per cent increase
in third-quarter profits to
5171.6m yesterday following
record contributions from its

credit services and Wall Street
securities businesses.

The strong third quarter
took profits for the first nine
months of 1993 to 5465.1m,
already more than the $410£m
earned in all of last year.

Mr Philip Purcell, chief exec-
utive, said the group continued
to benefit from a positive busi-
ness environment, especially
low interest rates mid the
flow of assets into mutual
funds".

The securities business
reported record earnings of
5692.4m, up 25 per cent on a
year earlier.

Brokerage commission reve-
nues climbed 35 per cent to
5226.3m, asset management
and administration Dees rose 27
per cent to 5217.1m, and invest-
ment banking revenues grew
34 per cent to 590.2m.

Principal trading revenues,
however, fell 5 per cent to
597.6m, due to reduced activity
in the fixed income markets.
Operating expenses in the
securities business rose 20 per
cent to 5573.7m.
Dean Witter’s credit services

division, which includes its
highly successful Discover
credit card business, produced
earnings of 5101.5m, against
568.6m a year ago.
Revenues rose 23 per cent to

5483.9m, while operating
expenses increased by only 15
per cent
Fee income from Discover

cardholders and merchants
climbed 26 per cent to 5226.4m
as transaction volume and a
larger merchant base rose
noticeably.

from the division’s
518.7ba of managed loans grew
21 per cent due to favourable
mterat rates, high loan portfo-
Ito balances ***& an improving
credit environment

,
Witter’s stock rose 5%

to 540/« on the New York Stock
10 “rly tradi»S

Canadian
goldminer
ahead 18%
AMERICAN Barrick, one of

North America’s top four gold

producers, posted an 18 per
cent increase in third-quarter
profit, with sharply higher
output from the Goldstrike
mine in Nevada, writes
Gibbons in MontreaL
With initial development of

Goldstrike completed and cash
resources mounting, Toronto*
based American Barrick is

focusing its search for new
reserves on South America
and Asia.

It may also develop two pro-
jects In Peru.
Net profit for the quarter

was US$58.3m, or 21 cents a
share, up from 549.5m, or 18
cents, on revenue of 5178m,
against 5143.5m.
Output was 4i3^29oz, com-

pared with 343,474oz. The
average price realised was
5410, against 5480, and cash
cost per oz was 5202,
5224.

Profit for the nine
was 5161.5m, or 57 cents, up
“tnn 5109.4m, or 39 emits, on
revenues of 5497m, against
5340m.

Slow sneaker sales

cut Reebok returns
REEBOK international, the
athletic footwear group, suf-
fered a 14 per cent drop in
third-quarter profits, citing
losses from the sale of two divi-

sions and a slowdown in the
sneaker market. AP-DJ
reports.

The US group earned 5633m,
or 74. cents a share, for the
three-month period, compared
with 574.3m, or 80 cents, in the
same period last year.
This year's figure included

after-tax losses of $7m stem-
ming from the recently-com-
pleted sales or its Boston
Whaler and Ellesse subsid-
iaries.

Revenue
dropped to
5883.2m in last year.

for the quarter
5808.5m from

Last year's sales figures
included revenue from Boston
Whaler and Ellesse. But even
excluding those numbers, sales
would have fallen by 3.6 per
cent this year.

The decline was brought on
largely by a drop in the Reebok
footwear business.

In the US market, the com-
pany said quarterly sales of
Reebok footwear fell by around
20 per cent, reflecting the slug-

gish economy and a change in
footwear styles away from
sneakers as casual shoes.

For the first nine months of
1993, Reebok reported profits of
$172.7m, or $1.94, down from
5182.4m, or $1.96 a year earlier.

Nine-month sales were $&29n,
compared with S2-38bn.
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INTERNATIONAL COMPANIES AND FINANCE

Maanshan Iron and Steel Bosses at Boral build a dynamic image
• launches HK$3.93bn offer Nikki Tait examines the Australian group’s flurry of activity that has pleased analysts

By Shuon Davies
bi Hong Kong

MAANSHAN Iron and Steel
has become the largest Chinese
state company to issue shares
In Hong Kong, following the

its HK$3.93bn
(USS508m) share offer. Around
75 per cent of these shares
Imve already been taken up
through private placement,
and analysts expect a strong
response to the pnblic offer.
Maanshan is the fifth of the

rune Chinese state companies
short-listed for flotation in
Hong Kong, and it will be the
largest. The company is fore-
cast to post net profit of
Yni.25bn (around HK$l.08bn)
in 1993. representing a 207 per
cent increase from 1992, as a

Sappi turns
in 63% fall

at halfway
By pnaip Gawfth
In Johannesburg

WEAK international and
domestic markets caused net
income at Sappi, the South
African-based forest products
group, to fall by 63 per cent to

R64.3m ($19.2m) in the six
months to August from
KI75.1m a year ago.
Describing the results as

“very disappointing”, Mr
Eugene van As, chairman, said
nevertheless that they were “in
line with those of better per-
forming international forest
product companies

1
'.

Citing poor trading condi-
tions and lack of promise in
the short-term outlook, the
group decided to pass Its

interim dividend (80 cents a
share In 1992). Earnings per
share fell by 67 per cent to 43
cents from 130 cents.

Turnover rose by 36 per cent

to R2.7bn as a result of the
consolidation for the first time
of German subsidiary.. Han-
nover Papier, acquired in July
1992. Turnover from existing
businesses was flat, reflecting

low selling prices and difficult

trading conditions. Operating
income fell by 54 per cent to

RlOlm. Sappi Europe reached I

“approximately a break-even
result". I

.

result of lower taxation and
the benefits of the lifting of
state controls on pricing.

The company is the eighth
largest iron and steel company
m China, and is situated to the
west of Shanghai. It has been
rapidly expanding its produc-
tion capacity, in the face of the
highest growth in demand
among the world's main iron
consuming economies.
Given the vast requirement

for Infra-structural expansion
in China, Chinese steel
demand is forecast to continue
to outpace domestic supply.
The company is using the pro-
ceeds from the notation to
fluid expansion of its iron
smelting facilities, and to boost
steel rolling capacity. It also
intends to introduce new prod-

ucts, such as H-section steel

bars, required far construction
of high-rise buildings.

In the current year. China
has seen a significant increase

in the level of steel imports, as
it adapts to the removal of
state controls on sales and pri-

cing, and there has been a
recent fall In the price of steeL

However, Maanshan is consid-

ered one of the more efficient

of China's giant industrial cor-

porations. and therefore capa-
ble of adapting profitably to

the new environment
Analysts estimate that it has

a US$200 per ton cost advan-
tage over Asian competitors.

The company is offering

I.73bn shares at HKS2.27 a
share. Dealing in the share will

commence on November 3.

Samsung agrees to cut

stake in Kia Motors
By John Burton
In Seoul

THE SAMSUNG group
yesterday agreed to reduce its

shareholding in Kia Motors,
ending its possible attempt to

take over South Korea's second
largest vehicle manufacturer.
The decision by Samsung,

one of the country's leading
conglomerates, was taken after
Kia vowed to resist any take-
over bid and state officials

warned that the government
might intervene in support of
Kia.

Samsung recently became
Kia’s second largest share-

holder with a 9.6 per cent inter-

est after purchasing large
blocks of stock on the Seoul
bourse during the summer.

Analysts believe that Sam-
sung was setting the stage for

a hostile takeover attempt next
year when government restric-

tions on mergers and acquisi-

tions will be eased.

The retreat by Samsung is

considered a setback to its

plans to become a passenger
car manufacturer. Samsung
already owns Korea’s leading

electronics company and oper-

ates in other industries rang-

ing from shipbuilding to con-

struction.

“A takeover of Kia would
have provided a shortcut for

Samsung to fulfil its ambition
of entering the auto industry
and becoming a major pro-

ducer,” said Mr Don Lee, a
motor industry analyst for

BZW in Seoul.

Analysts saw several advan-
tages for Samsung in the deaL
A takeover would have meant
that Samsung would immedi-
ately acquire production facili-

ties instead of spending several

years and billions of dollars

building them on its own.
In addition, it would solve

Samsung's apparent difficulty

in finding a foreign partner
that could provide technology.

Samsung is believed to have
held fruitless talks with BMW
of Germany and several Japa-
nese carmakers on possible
co-operation.

“The combination of Kia’s

production resources with
Samsung’s financial and
research strengths could have
transformed Kia into a formi-

dable competitor against Hyun-
dai,” Korea's leading car manu-
facturer, said Mr Lee.

Kia was considered vulnera-

ble to a possible takeover since

heavy investments have pat
pressure on its finances and
reduced earnings since 1990.

It reported net profits of
WonlSbn ($18-5m) in 1992 and
won5J2bn for the first half of

1993.

B RUCE KEAN, the outgo-

ing boss of Boral, could

be said to be ending his

days in style.

By the time he leaves the
Australian building materials

group in January, Mr Kean
will have neatly executed a
A$830m (US$552m) takeover
bid, overseen the S245m
fintftHwn of the group’s manu-
facturing interests, orches-
trated management changes,
and hopefully reported a sus-

tained resumption in profits

growth.
He will then hand over the

reins to a unexpectedly
dynamic successor - Mr
Tony Berg, the former head of

Australia's Macquarie Bank.
Given that this is Boral,

long-regarded as a drearily

mature corporate earner whose
broader strategy has often

been found wanting, the flurry

of activity is something of a
surprise. For analysts, it cranes

not a moment too soon.

Mr Kean himself readily

acknowledges that change had
become imperative at Boral.

The company, he says, realised

in the course of the recent
recession that construction
industry cycles at home and
abroad were becoming syn-
chronised. This meant that
previous international diversi-

fication - into the US, in par-

ticular - offered little protec-

tion against a slump in
demand in its core Australian
market. “The whole world
went into recession - so here
we were, with a strategy to

dampen the cycles, actually

accentuating the cycles.”

For the first time in its his-

tory, Boral experienced slump-

ing earnings. Net operating

profits, ahead of extraordinary

items, Tell from AS3222m, to

A$2ll.4m in 1991-1992 and then
to A$152m in the following
year. North America produced
losses, while returns in Austra-
lia were depressed. Mr Kean
denies that the group ever felt

that was stable, less cyclical

than the construction busi-

ness,” says Mr Kean. Analysts
add that the possible downturn
for the housing market by 1995

may have provided, extra
urgency.
Secondly, commercial pros-

pects for Australia’s gas indus-

consumption in Australia is

forecast to outstrip signifi-

cantly the growth in energy
consumption generally for the
next decade.

By buying Sagasco, Boral
obtains large production Inter-

ests in SA’s Cooper Basin and
elsewhere, in addition to the

Flotation expects to raise A$245m
BORAL, the Australian building materials
group, yesterday announced that it expects to

raise A$245m (US$163m) from the flotation of
its non-core manufacturing interests, writes
Nikki Tazt in Sydney. These interests range
from the production of yarn and rope to tools

and hardware. Brand names include Gerrard
springs, Khmears ropes, and Trojan hardware.
The company plans to float 122.5m shares in

Azon — the name of the holding company for
the diverse range of business - at A$2 apiece.
Boral will then receive a further A$55m
through the repayment of inter-company loans
and a dividend from Azon - bringing the total
benefit from the flotation to about A$30Om.
News of the Azon flotation comes less than a

week after Boral won control of Sagasco, the
Adelaide-based gas business.

subject to a takeover threat,

but a rethink was plainly

required.

Boral's chosen path - the
A$830m takeover of Sagasco,
the Adelaide-based gas group -

actually expands the compa-
ny's involvement in an area it

has dabbled with for years.

Boral's name is an acronym for

Bitumen Oil Refinery Australia

Limited, and oil refining was
its original occupation.

“User-related" businesses -

from brickworks to gasworks -

were then added, and the refi-

nery itself was eventually sold.

Funds were invested into the
building materials side Instead,

but energy remained a small
part of the group.

The reason for ploughing
funds into the gas business
now are twofold. The first is

the desire to stabilise earnings.

“We had to have something

try - once heavily regulated,

costly and fragmented between
the states - have improved sig-

nificantly as governments have
pursued pro-competition, pro-
privatisation policies. “Tilings

have changed on the energy
side,” comments Mr Kean.
“Governments have been pri-

vatising gas utilities, the
shareholder restrictions on gas
utilities are being removed.
The federal government has
been pushing for deregulation

of the natural gas industry,
looking for free interstate

movements.”
The most recent example of

this occured a fortnight ago,

when Queensland agreed to

supply gas to South Australia,

and the latter then agreeing to

pass ethane an to Id's petro-

chemical plant in Botany Bay.
As a result of this evolving
process, growth in natural gas

Adelaide-based gas company
which currently supplies about
292.000 domestic customers and
9.000 businesses. The cost of
the deal, meanwhile, will be
partly offset by the notation of
the manufacturing operations,

detailed yesterday.

B ut matters will not end
here. Boral is widely
expected to acquire

more gas businesses down the
road - probably in Victoria,
where there has been talk of
privatising Gas and Fuel Cor-
poration, or Western Australia.

“I see this as the first of three
chess moves,” says one BZW
analyst “With Sagasco we now
have the critical mass to make
the next, bigger bid in the
energy industry for Gas and
Fuel Corporation or SECWA In
Western Australia,” confirms
Mr Kean.

The domestic gas industry is

not the extent of Boral's ambi-
tions. either. The aim, says Mr
Kean, is to create a group
with income derived equally
from Australian building mate-
rials, Australian energy, and
building materials interests
overseas. The latter, in turn,
would split evenly between
North America, Europe and
Asia.

Boral has a way to go in
meeting this objective. Sagasco
means that energy will

account for about one-fifth of
earnings, and future energy-re-
lated purchases should lift this

further.

But there is a recognised
need to expand on the overseas
building materials front too -

especially In Asia and Europe.
“In the mature markets,
Europe and North America, it

will be by acquisition.” says
Kean, mentioning that the
group Is looking at an possible
deal in the Czech Republic. In
Asia, operations are more
likely to be grown by “green-

field” investment. Current
plans include a gypsum board
factory in Indonesia, and alu-

minium window plants in Viet-

nam «nH Indonesia

Achieving the three-fold split

will be up to Mr Berg - who
arrives at Boral with a Har-
vard MBA, a background in
investment banking, and a
much-respected record at Mac-
quarie Bank. One analyst esti-

mates that his appointment
has already added about
A$200-A$300m to Boral's mar-
ket capitalisation. The stock-

market, at least, seems con-
vinced that activity is set to

continue.

Gengold mines’ income Improves I

Telstra ahead 11% in year

By PNBp Gawfth

A FIRMER gold price helped
the 11 gold mines managed by
Gengold, the gold arm of the

Gencor group, lift income after

tax and capital expenditure by
22 per cent to R73.7m ($ZL9m)
from R60.6m in the September
quarter.

The three mines not to

improve cm the previous quar-

ter’s performance were
Bracken and Stflfontein. both
of which are being closed,

and Unisel which, as previ-

ously announced, is struggling

temporarily with poor
grades.

Mr Gary Maude, managing
director, said a feature of the
quarter was the large increase

in tax paid by some mines. Par-

ticularly hard hit were Buffe-

slfontein and Kinross, which
paid R16.5m (R2.4zn) and
R24.4m (R14.7m) tax respec-

tively.

Gold production in the group
was virtually unchanged at

16,751kg. The average gold
price received rose by 10.5 per
cent to R38,414 per kg and unit

working costs, across the

group, rose by 1.1 per cent
to R27.377 per kg from R27.083

per kg.

• In the Anglovaal group, the

flagship producer Hartebeest-
fontein lifted profits after tax

and capital expenditure by 11

per cent to R4S.4m in the Sep-

tember quarter from R44.6m in

June.
Higher costs saw distribut-

able profits at the marginal
Loraine mine almost
halved to R3-8m from R7.5m.
ETC lifted distributable
profits to R2.9m from
R2.7hl

By Andrew Adonis

TELSTRA, the state-owned
Australian national telecom-
munications operator, reported
pre-tax profits up ll per cent
on last year, despite the first

full year of open competition
in the Australian telecoms
market

Telstra, one of Asia-Pacific’s

leading operators, reported
profits up from A$2.12bn to

A$2.36bn (US$1.57bn). before
tax and abnormal items, on
revenue up from $12.2bn to

$12.7bn.

The company is planning sig-

nificant overseas investments,
with a target of increasing
overseas revenue to A$l.5bn a
year over the next five

years.

Telstra has significant ven-
tures in Vietnam, Cambodia.
Pakistan and Saudi Arabia. It

recently bid unsuccessfully for

the UK government’s
long-distance network, and is

considering a joint venture -
with partners including Cable

& Wireless - to extend the tele-

phone network in the Philip-

pines.

AEGIS (NETHERLANDS ANTILLES) FINANCE N.V
(Incorporated under the laws ofthe Netherlands Antilles)

Notice of a Meeting of the holders of9% per cent. Guaranteed Redeemable Convertible Preference Shares 2004 ofone pence each
guaranteed on a subordinated basis by, 3nd convertible into Ordinary Shares of,

AEGIS GROUP PLC

iniiner
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NOTICE IS HEREBY GIVEN that a Meeting of the holders (the "Europreference Shareholders") of

ihe above-mentioned shares (the “Europreference Shares') will be held at the New Cobsaught Rooms.

Great Queen Street. London WC2B 5DA el KUO a.m. oo 12th November. 1993 (or as soon as

practicable after the separate meeting of holders of Warrants for Ordinary Shares in Aegis Group pic

(ihe “Company") fwrA by Aegh (Netherlands Antilles) Finance N.V.. which has been convened for the

same date, shall have been concluded or adjourned) tor the purpose of considering and, if thought fit.

passing the following resolutions:-

EXTRAORDINARY RESOLUTION

1. Having taken notice of the need for a refinancing of AegisGroup pic (“Aegis"), and having read or

having been informed of the contents of the Circular to the Europreference Shareholders and

others dated 20th October. 1993 (the “Circular") (a copy of the Circular being prodneed to the

Meeting nnd initialled by Ihe Chairman for purposes of identification), and in accordance with

Article 13. Section 6 of the Articles ul Incorporation of Aegis (Netherlands Antilles) Finance N.V.

(“Aegis Finance"):-

THAT:

(A) In order to postpone the dividend payment date which would otherwise fall an 13th

December 1993 (being the first business day after Hth December. 1993) until 31st

December. W*3. the Articles of Incorporation be amended as follows: -

(1) the second sentence of paragraph 12 of Article fi be amended to read as follows:-

“Such dividend shall he payable annually in arrear on llth December io each

year, save that in 1993 it shall instead he payable on 3 1st December. 1993 (each

such date being a "Dividend Payment Date") commencing on lllh December.

1990.": and

(2) the first sentence of paragraph 2 of Article 10 be amended to read as fbDotn:-

“Paymenis in raped of registered shores B will be made to the persona shown on

the Register ai the dose of business on 13th November of the relevant year,

other than in 1993 when (be relevant date shall be 1st December. 1993. (each

..vh .in.- being a "Record Date") following surrender to the Registrar outside

the United Stales in the rw of payments of redemption moneys of Ihe relevant

registered share B certificate."

(B) Subject to satisfaction or waiver or the Conditions (as defined and set out in the Circular),

other than Comfitiun (C) (iii). rhis Meeting hereby approves and sanctions each and every

variation, modification or abrogation of Ihe rights attached to the Europrefereiu* Shares

which may he involved in or effected by the Refinancing (os described in the Circular)

including, without limitation, the adoption of amended Ankles of Incorporation of Aegis

Finance in conformity with the draft dated 19th October. 1993 of such amended Artkdes

' (copies of such draft document having been deposited with Aegis Finance and the Paying

and Conversion Agents for the Europreferencc Shares for inspection by Europreference

Shareholders prior to this Meeting and a copy ofsuch draft docranent being produced to this

Meeting and initialled by the Chairman for purposes of identification). which amendment

will supersede the amendments in paragraph I A) above and will, inter aim. provide Hue

(a) Any and all dividend entitlements of the Europreferencc Shareholders in respect or

the period from llth December. 1992 and all unmauired coupons appertaining to

bearer Europreference Shares are cancelled: and

(b) Subject as mentioned in (c) and (d) below, the Europreferenr* Shares are mfcemed

on 30th December. 1993 or on such earlier date ns may be determined by the Board of

Managing Directors (the "Redemption Date") in consideration tor Aegis

nmeurine the i°t- to the holders of Europreference Shares on the Effective Date of

ffSlSSTiS of Sp each inTTcoprral of Aegis (tte -N*.rOrdmanf

Shares"), credited os fully paid up. for every 4 Europreference Shares P”*"frDof

j^.^1 dividend). Fractional entitlements will be rounded down to the ncoittt whole

number ofNew Ordinary Shares.

(c) The New Ordinary Shares to which any person who is in (or who Aegis
* *

beftevr to be acting for the benefit or account ofa person who s m) the United States

- Sbcr than a oSified Investor). Canada. Australia, or any

- Uid. the delivery of New Ordinary Shares pursuant to fee lenrnof such nmenfenem

nvM»iH w- prohibited bv applicable low, would otherwise be^tided will

lo such person if Aegis has received evidence suWaetoiy to Aegis m .a“**“"*”

that delivery of such New Onfinaiy Shares to such petson b noi hr

boo 1

1

cable law In ihe absence ofsuch evidence, such New Ordinary Shares will bo sold

tartic market nnd the net proceeds of such sale, without interai. will c*cccd

£2 failing which they will be retained for the benefit Of Aeffs) be paid to such person

and wDHx made available for collection from any Paying nnd Gapvctaioo Agent (in

tf bearer Europreferencc Shareholders) of paid byMg cheque^draw.rm

Te of and despatched by pit-paid post to the registered holder (or the

'".~vV_don. anv crate of the United Stales and the DaUiel of CWnreWa.

taW** Aegis will be Mobs* such Nn Mta*

ourauam to separate agreements, containing represcniatmns and

with respea to tbe ime**

1“^“ AC rf ,™. = W. -
applicable securities legislation.

(d) The certificates in respect of bearer Eurapreference Shares should be surrendered,

together with all umnatured Coupons relating thereto, prior to ihe Redemption Date.

If (be certificates in respect of any bearer Europreference Shares are noi so

surrendered prior to the Rederaptioa Dare. Aegis shall, as of that date, allot the

Ordinary Shares which , would otherwise have been allotted on redemption of such

bearer Ear©preference Shares to a nominee of Aegis which shall hold such Ordinary

Shares for die holders of such bearer Europreference Shares. Any such holders shad

be entitled, at any tune until 3lu December. 2005. to surrender the certificates in

respect of such bearer Europreference Shares, together with any Coupons relating

thereto which hod not matured prior io the Redemption Date, to any Paying and
Conversion Agent far the Europreference Shares, anil Aegis shall thereupon procure

that such nominee shall transfer the appropriate number of New Ordinary Shares ro

such holder. After 1st January. 2006. Aegis shall be entitled immediately to sell, at Ihe

best price reasonably obtainable, any Ordinary Shares which have not been duly

claimed in accordance with die foregoing, subject to and in accordance with the final

three sentences of Article 155 (Untraced Shareholders) of the Articles of Association

• of Aegis.

ORDINARY RESOLUTION

2. Subject to the passing of ibc Extraordinary Revolution set cut above in this Notice, and in

accordance with Clause 12(B) of ihe Deed Ifoff dated I !th December. 1989 made by Aegs for the

benefit of holders of the Europreference Shares (the "Original Deed PolD:-

THAT. subject to satisfaction or waiver of the other Conditions, this Meeting hereby approves

and sanctions the amendment of tbe Original Deed Poll in accordance with the draft dated 19th

October. 1993 of a Supplemental Deed Roll (copies ofsuch draft document having been deposited

with Aegft Finance and the Paying and Conversion Agents for die Eoroprcfcrcnce Shares for

inspection by Europreferencc Shareholders prior to ihk meeting and a copy of such draft

document being produced to this Meeting and initialled by the Chairman for the purposes of

identification), pursuant to which Aega will (in lieu of its exisdng obligations under tbe Deed Roll)

cavenanr to perform the obligations referred toin tbe Extraordinary Resolution.

VOTING AND QUORUM
Thr auction ofguroprtfcrenot Shareholders Is partfcuferiy drawn to the feet that la order la be passed.

Ibc Rtfraordlaty ResohtUea must be gtpnmd by the aflbmnth* vole of holders of Europreference

Shares rcprrsfnriag more than fifty per cenL of all Eareprefereacr Shares la lane and the Ordinary

Btwhlloe moat be passed by not less (hnn two-ffnrds of the holders of Earoprefertnee Shares proem at

the Meeting (oramy adjonrumcac thereof) la person orby proxy.

1. A holder of bearer Euruprefcrencc Shares or option receipts issued by a Paying and Conversion

Agent in respect of beaver Europreference Shares may, not later than 48 hours before the rime .

fixed for Ibe Meeting (or. if applicable, any adjournment of the Meeting), deposit such hearer

shares or option receipts with, or arrange for such bearer shares or option receipts to be held to die

order or under the control of. a Paying and Conversion Agent for Ibe purpose of obtaining a voting

certificate or appointing a prosy Io attend and vote at the Meeting in accordance with its

instructions.

A bolder of registered Europreference Shares or option receipts issued by a Paying and

Conversion Agent in respect of registered Europreference Shares may appoint a proxy by

executing and delivering a form of proxy in the English language to Tbe Royal Bank of Scotland

(I.O.M.) Limited (the "Registrar
-
’) at P.O. Box 151. Victory House. Prospect Hill, Douglas. Isle

af Man IM99 ING not later than 48 hours before the time fixed for the Meeting or. in the case of a

corporation, may appoint a representative by a resolution ia tbe English language of its directors

or other governing body. A form of proxy must be signed by the bolder or. in the rase of a

corporation, must be executed under its common seal or signed on its behalf by on attorney or a

duly authorised officer of thecorporation.

Europreference Shares ot option receipts so deposited or held win not be released until Ibe earlier

of Ihe mchnkMi of (he Meeting or, if appficabk. any adjournment of the Meeting or any pod
taken on any resolution proposed thereat (whichever shall be the later) and either the surrender of

the voting certificate^) u fiw Paying and Conversion Agent who issued Ihe are or (not less than

48 hours before ihe lime for which the Meeting or. if applicable, any adjournment of die Meeting

b convened) either surrender of ibe voting instruction receipt issued in respect of such shares or

option receipts to die Paying and Conversion Agent who issued the same or. in the care of voting

certificate^} issued in respect of bearer Europreferencc Shares or option receipts in respect of

bearer Europreference Shares, sot* shares or receipts, as the case may be. cease to be held to tbe

order orundo the control of Ibc relevant Paying and Conversion AgenL

Europreference Shareholders whose shares aw held lbrough accounts with the Operator of the

Eurodear System or Ccdel S.A. may give voting instructions in accordance with the procedures

notified by them.

2. The quorum req ui red at the Meeting h two or more persons present bolding Europreference

Shares or voting certificates or being praties or representatives, and being or representing in the

aggregate the holders of not less than one-half of the Europreferencc Shares for the time being

outstanding. If. within 30 minutes from die time appointed for the Meeting, a quorum is not

present, the Meeting will stand adjourned (for such period, being not less than 21 days nor more

than 42 days, and to such time and place as may he appointed by tbe Chairman of the Meeting) and

the Extraordinary Resolution and the Onfinaiy Resolution will be considered at (hat adjourned

meeting. At least 10 days* notice of any adjourned meeting will be given to the Europreferenee

Shareholders. At the adjourned meeting, two or more persons present holding Europreference

Shares or voting certificates or being proxies or representatives (whatever the number of

Europreferencc Shares so held or represented) shall form a quorum and shall have power to pass

aoyresohitiotn.

Every question submitted to the Meeting will be decided on a show of hands unless a poll is duly

demanded by the Chairman of the Meeting or by Aegis, or by one or more persons holding

Europreference Shams or voting certificates or being proxies or representatives. On a show of

hands every person who is present in person and is the registered holder of a registered

Europreference Share or his representative or produces a bearer Europreferencc Share or an
option receipt or a voting certificate, orwbo is a proxy, shall have one vote. On a poll every penoo
who is so present shall have one vote in respeer of each bearer Europreference Share so produced

or represented by a voting certificate so produced or in respect of which be is a proxy or a

regkiered holderor Ibc representative. Any person entitled lo more than one vole need not use all

his votes or cast all the votes to which he is entitled in Ihe same way. In the case ofjoint holders of

a registered Europreferencc Share, the vote of ihe senior who tenders a vote shall he accepted to

the exclusion of the voles of the other joint holders and for this purpose seniority shall be

determined by the order in which the names Siam) in the Register in respect of the joint holding.

To be passed at ibe Meeting or at any adjournment thereof, the Extraordinary Resolution requires

a majority in favour consisting of more than SO per cent, of ibe Europreferencc Shares in roue.

The Ordinary Resolution requires that Ihe Extraordinary Resolution be passed and that not less

than two-thirds of the holders of Europreference Shares present at the Meeting in person or by

proxy vote ui favour of the Ordinary Resolution. If passed, the Extraordinary Resolution and the

Ordinary Resolution will he binding upon all the holders of Europreference Shares, whether or
not present at the Meeting and whether nr not voting, and upon all Ihe holders ol coupons relating

to bearer Euruprefereno: Shares land all anmatured coupons wifi become void) and holders of (he

Europreference Shares and such coupons shall be bound to give effect thereto accordingly.

GENKRAL MEETING OFAEGIS FINANCE IN CURASAO
A General Meeting of Aegis Finance has been convened for 10.30 a.m. (Cunpio time) on I2lh

November. 1993 at Polarismcg 3S. Curasao. Netherlands Antilles. At such meeting. Group Carat

(Nederland) B. V. will, as (he bolder of ol) the issued common Shares "A" of Aegis Finance and

subject to the passing nf the Extraordinary Resolution set out above at the meeting of

Europreferencc Shareholders convened by the above Notice (or. ifapplicable, any adjournment of

the Meeting), adopt the amendment to the Articles of Incorporation of Aegis Finance

contemplated by the Extraordinary Resolution.

Europreferencc Shareholders have no right to vote at the General Meeting but may attend thereat

and address such meeting if they wish to do so. A formal notice of this meeting will be published

noi less than 21 days before the dole fixed for the meeting in tbe Curasao Amfeoe and in The

Financial Timer.

AVAILABILITY OFDOCUMENTS
Voting certificates and voting m«redion forms for use by hearer Europreference Shareholders

and copies of the Circular (which sec, out details of the Refinancing and of the background to

them) may be collected at the specified office of any of the Paying and Conversion Agents set out

below and bank depositones of the shares held in Eurodcar or Cold S.A. A Europreference

Shareholder will be required to produce evidence satisfactory to the relevant Paying and

Conversion Agent os lo HK status os such a holder in order to eoUccl such documents.

Copies of ihe Circular and Forms of Proxy for use by registered Europreference Shareholders have

been posted to them at tiwar registered addresses.

Copies of the Following documents are available for inspection at the specified office of any of Ibc

Paying and Conversion Agents set out below, at the registered offices of Aegis and Aegis Finance

set out below and at the offices of Slaughter and May. 33 Basinghall Street. London EC2V SDB.

during norma! business hours on any weekday l Saturdays and public holidays excepted) up to ihe

Effective Dale (as that term ts defined in the Circular):

(a) the Articles of Incorporation of Aegis Finance and the Resolutions of the Board of

Managing Directors of Aegis Finance passed on 8th November and Ihth November. 1989

(together comprising the terms of issue of the Europrefereno; Shares) and of the Deed Pall

dated lilh December. 1989 made hy Aegis:

(b) the Notice of the General Meeting of Aegis Finance to be held on 12tb November. 1993 in

Curacao, referred to above; and

(c) the drafts of the amendment to the Articles of Incorporation of Aegis Finance referred to in

the Extraordinary Resolution set out above and of the Supplemental Deed Poll referred Io in

die Ordinary Resolution set out above.

PRINCIPAL PAYING AGENT AND CONVERSION AGENT
Kredieitunk S.A. Luxembourgeois*. <13 Boulevard Royal. L-295S Luxembourg

PAYINGAND CONVERSION AGENTS
Kredicttonk N.V. Krediettonk N.V.

Areabergsuaai 7 GtyTower (Level 7)

B-1000 Brussels 40 Basinghall Sireel

London EC2V5DE

TVb nuke a tanpnrtatt. If Europreference Sharebotdtrs are in any dnobt n» m tbe action they ahntU

lake, they should eonadt their stockbroker, lawyer, accountant or other professional adviser without

20th October. 1993

AEGIS (NETHERLANDS ANTILLES) FINANCE N.V.

Registered Office: Pohrfcnvcg 35, Curasao. Netherlands Antilles

Registered Office of Aegis Group pie: 6 Eaton Gate. London SW1W 9BL
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INTERNATIONAL CAPITAL MARKETS

Rate-cut hopes kept alive as Bundesbank eases repo
By Conner Middeimann in

London and Patrick Harvarson
In New York

THE small drop in the
Bundesbank's rate for 14-day
securities repurchase agree-

ments and a slowdown in Ger-
man money supply growth
kept rate-cut hopes alive, lift

lag prices in the German bond
market and most of its Euro-

pean neighbours.

Initially, traders were disap-

However, most market par-

ticipants did not expect the

Bundesbank's Central Bank
Council to cut key rates today.

FT FIXED INTEREST INDICES BENCHMARK GOVERNMENT BONDS
Year

Oct 20 Oct IB OEMS Oct 15 Oct 14 ap Mfltl' Low*
Red

Coupon Pate

GOVERNMENT
BONDS

* TRENCH bonds dipped on
disappointment over the small

German repo easing, which
was seen to give the Bank of

France little room to cut rates

at today's repo. However,
prices remained underpinned
by Bunds' strength and the

December notional bond con-
tract ended 0.18 point higher at

124.70.
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1014
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1014

pointed by the three basis-

point drop in the repo rate to

6.67 per cent and the 7.0 per
cent September M3 rate follow-

ing market talk of a repo eas-
ing of up to 10 basis points and
M3 around 6 per cent.

However, the Bundesbank's
conciliatory tone on inflation

and its liquidity injection at

the repo were seen to indicate

more near-term easing.

“It reinforces our view that
they want to steer the repo
rate lower in the next few
weeks," said Mr Craig Shute,
bond market analyst with Bear
Steams.

UK gilts continued Tues-

day's rally, lifted by the Ger-
man repo drop and by UK eco-

nomic data which underpin
hopes for non-lnflationary

growth.

The long gilt contract
hit another high at 115£ and
closed at 115fc up % on the

day.

The Bank of England
announced the sale of £400m in

tranches of existing index-
linked bonds for dealing from
today: £150m of the 2% per cent

stock due 2003 and £250m of 21

4

per cent stock due 2020-

10-year benchmark bond rising

0.60 point to 11L27. Its yield

gap over bunds shrank to 54

basis points from 59 on Tues-

day.

SPANISH bonds posted
sharp gains as the currency’s

strength and the German repo

easing spurred hopes for fur-

ther cuts In Spanish interest

rates.

The Bonos contract in
Madrid rose 0.58 point to
103.65.

JAPANESE government
bonds hit six-year highs,

spurred by heavy institutional

buying and the drop In the

three-month certificate-of-de-

posit rate to a record low of

2.40 per cent - some 10 basis

points below overnight money
rates.

The December JGB futures

contract rose 0.54 point to

113.74.
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DANISH bonds rose sharply

on fresh easing hopes, with the

AT its first government
bond auction, Luxembourg
sold LFr3£45bn of 65 per cent

bonds due October 2003.

The weighted average
auction yield was 6.185 per
cent

US Treasury prices were
mixed in light trading volume
yesterday morning as dealers

awaited the afternoon
announcement of the Treasury
note auctions.
By midday, the benchmark

30-year government bond was
up & at 106&, yielding 5.817 per
cent.

At the short end of the mar-

ket, the two-year note was
down U at 1QQ&, to yield 3323
per cent.

Longer-dated securities eased

slightly at the opening in

response to rising gold prices,

but quickly regained their

losses and moved into positive

territory amid talk of further

buying of Treasuries by munic-

ipal authorities refinancing

their bond issues at lower

rates.

Otherwise, the focus of deal-

ers and investors' attention

was on the afternoon unveiling

of the next round of note auc-

tions.

Analysts were expecting the
Treasury to announce sales of

S16-5bn in two-year notes and
$11.5bn in five-year notes next
week.

Hectic trading in World Bank’s first D-Mark issue
By Antonia Sharpe

TRADING in the World Bank’s
first D-Mark global bond offer-

ing got off to a hectic start

yesterday as latecomers scram-
bled to get a piece of the
action.

The 10-year bonds were
priced to yield six basis points

over the 6 per cent German
government bond due 2003. at
the low end of the indicated

INTERNATIONAL
BONDS

price range of six to eight basis

points.

As soon as the bonds were
freed to trade, the spread rap-

idly narrowed to two basis
points as dealers tried to exe-

cute four or five large buy
orders from non-bank clients.

However, the spread was
expected to widen out as trad-

ing settled down.
Syndicate managers said the

launch of the DM3bn issue had
been a success, especially with

Internationa) investors who
regarded the bonds as a good
way to play the German bond
market without having to buy
German government bonds.
They added that the liquidity

of the issue was still untested.

There was some concern In the

market that the bonds could
become illiquid over time
because of the size of tbe deal

and the good interest from
retail investors.

Two large Eurobond offer-

ings are expected to be
launched over the next few
weeks from new issuers which
intend to become frequent
users of the Eurobond market
Urban Mortgage Bank of

Sweden (UMB) plans to raise

$500m through an offering of
five-year Eurobonds in the
next few weeks. This will be
UMB’s first fixed-rate offering

in the Eurobond market
The aim of the issue is to

Increase UMB's profile with
international investors so that
it can diversify its funding
base. UMB raises most of its

annual borrowing needs of

SKrSObn in the domestic bond
market However, it intends to

raise 15 per cent to 20 per cent

of this amount In the interna-

tional bond market in the
future.

UMB has been encouraged to

come to the Eurobond market
by the improvement in spreads
on Nordic paper over the past
few months. Spreads had wid-
ened during the region’s finan-

cial crisis late last year.

UMB officials, in London yes-

terday to talk to investors,

declined to comment on pric-

ing. A spread of 60 basis points

over US Treasuries has been
rumoured but some syndicate
managers said a spread at that
level would be too tight fbr a
borrower with a single-A rat-

ing and a low international
profile. Lead manager Nomura
said the bonds would not be
priced at a level where they
would not sell.

Institute National de Indus-
tria (Ini), the Spanish state

industrial holding company,
awarded the mandate for its

first Eurobond offering to

NEW INTERNATIONAL BOND ISSUES

Amount Coupon Price Maturity Fees Spread Book runner
Borrower m. % % tip

US DOLLARS
General Bearic CapLCoip. 250 4^5 Nov. 1996 0.1375R +1B (4%%-96) Lehman Brothers Asia

Sevet Argentina 100 850? 99.784R Nov. 1895 1^5H +4S0(4ft»-9ei Ctttoank Intematjonaf

CMC Finance & S«xrftles(a)§ 50 (3.5) 100 Nov.2003 2JSO Nomura Wamational

D-MARKS
Deutsche Hypothekentoank 500 W (bW Nov^OCB DJ3ZSR +32-34(695-03) Dresdner Bra*
Crecft Siis&a. London Bch.(c) 500 102.40 Nov2003 2JO CSFB-Sfodenbartit

stboing:
Peugeot Talbot Motor Cojd) 50 7.625 I02j575B Dec.VM7 O^SR +80 (8tS%'9n NatWest Capital Markets

FRHtiCH FRANCS
Cuba Autoname de ReAa(e)t 300 W 100R Nov.2003 undlscL Panbaa Capital Markets

ITALIAN LIRE
Commerzbank O'seas Finance^ lOObn a.00 102 Nov2003 2J00 Banco d Roma

ECUS
Councti of Europefg) 100 S37S 101 .57R Nov^OOl OJOR -5 (9WW-00) Goldman Sachs MJ UBS

SWISS FRANCS
Srmrf Business Finance 200 4.125 102376 Nov^OOO Swtea Bank Corp.
He/wado Co^h)*+^ 200 OJO 100 Nov.1997 - Derwa Seca.Bank(SwttzJ

KOPto
mergers

spin off

division *
By Christopher Brown-Humes

in Stockholm

Final terms and non-caUUe irtesa stated. 7he yield spread (over relevant government bond) at launch is suppled by the lead
manager. * Private placement. §ConwniWe. $Wtth eqisty warrants. {Floating rate note. 4Senti-annu3l coupon. K fixed re-offer price;

fees are shown at the re-offer level. 3) Fixed today: conversion premium indicated at 11-1396 over 5-day average on domestic board.
Putteble in Nov.l99S a I25bp over Treasuries. Ccfebto from Nov.1996. subject to i«J% nie, at par. bj Priced today. CJ MtH
DM400m was Increased by DMlOOm wWi issue price of 102*046. d) Fungible with the outstsidng ClOOm. Plus 228 days accrued
interest ej Cotpon pays 7% fixed annual in 1st year and 15.65ft - 2 x 6-month Pfbor thereafter. Q Issue launched on Monday was
Increased to t ZSOhn. g) Block trade; Issue launched 13/3/93 was increased to Ea*250ra Spread retries to QATa. h) Bring: 26/10193.

Goldman Sachs and Morgan
Stanley as joint bookrunners.
Ini’s $500m issue is likely to

have a maturity of five or. 10

years and be launched in the

second half of November.
Among yesterday's issues,

GECC became the first issuer,

apart from the Asian Develop-
ment Bank, to return to the

dragon bond market with a
3250m offering of three-year

bonds. The bonds were priced

to yield 18 basis points over
underlying US Treasuries.

KANSALLIS’Osake-Pankki.

Finland’s leading commercial

bank, plans to transfer most of

its investment

operations to a new associated

company to be half owned by

management.
The company. Prospectus,

will have a FM4m share capital

and concentrate on new issues,

mergers and acquisitions, and

corporate restructuring and

advice. It will have a staff of

eight.

Capital market operations

which require greater capital

strength such as underwriting,

bond trading and equity posi-

tions, will remain within KOP.

Prospectus will be 50 per

cent owned by KOP and 50 per

cent by its executive manage-

ment and is scheduled to start

business on January 1.

Mr Peter Fagernas, the com-

pany's managing director, said

KOP was hoping to broaden its

customer base with a more

armsrlength investment bank-

ing unit.

Last year. Union Bank of

Finland. KOP’s main domestic

competitor, spun off its invest-

ment banking operations into a

unit called Manda turn.

KOP’s aim is to defend the

bank's market position in new

issues, where it has tradition-

ally had a market share of

around 50 per cent, and build

up its itosition in corporate

restructuring and advisory

work.

This year its share of new
issues has been a strong 70 per

cent due to its involvement

in a number of internationally.

directed issues for companies

such as Metsa-Serla and
RepoLa.

KOP said it was ahead of its !

target to halve last year’s d*
FM3.7bn loss, as it disclosed a

“
lower deficit of KM777m for the

first eight months. This com-

pares with a FM£53bn foes in

the same 1992 period.

Falling interest rates and
reduced credit losses have
unproved the bank’s perfor-

mance. Total income rose 58

per cent to FM3-35bn, while

credit losses fell 18 per emit to

FM1.96bn from FM239bnu Non-

performing loans at August 31

amounted to FM8J.bn, FMSBSnj
higher than at the end of 1992

but FMll5m down from the

end of April-

Mr Pertti Voutilainen, KG
chief executive, said; “The erv

sis is not yet over but the

worst seems to be past We
believe it will be possible to

return to profit in 1995. assum-

ing the Finnish economy gains

momentum, as expected.” -
-

Kemper settles case

with $9 .75m payment
By Laurie Morse in Chicago

KEMPER Financial Services,

the Chicago-based money man-
agement group, has agreed to

pay $9.75m to shareholders in

two of its mutual foods.

The move is to settle com-
plaints that a Kemper portfolio

manager deposited winning
futures and options trades into

a profit-sharing fund that bene-

fited Kemper employees, and
assigned unprofitable trades to

the publicly-held mutual funds.

Kemper Financial, which is

part of the Kemper Corpora-
tion insurance and financial

services concern, has agreed to

settle tbe complaints without
admitting or denying the alle-

gations. Kemper Financial
manages funds of $72bn. At the

time of the questionable
trades, in 1987, it had $45bn

under management ^
Mr Charles Kierscht, Kemp#

Financial chairman, said the

company decided to settle

case in order to resolve all out-

standing issues in the matter

without the costs and distrac-

tions involved in litigation.

The settlement satisfies

administrative complaints
against the company by the

Securities Exchange Commis-
sion and the Commodity
Futures Trading Commission,
as well as parties to a class

action lawsuit filed against tbe

company by shareholders in

the two mutual funds.

The settlement will be paid

into an account that will bene-
fit mutual fund investors.
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St James’s Place net
’ assets improve 17.2%

COMPANY NEWS: UK

ByPhfflp Coggan,
Personal Hn^ica Editor

ST JAMES'S Place Capital
Ixira Rothschild's financial ser-
vices group, reported a 17.2 per
cent rise in net assets per
share in the six months to Sep-
tember 30.

As announced in July, the
company is distributing to
shareholders its 37.4 per cent
holding In RIT Capital Part-
ners, the investment trust
managed by J Rothschild Capi-
tal Management. In addition.
St James's Place is distributing
£32.7m of cash; at September 30
values, shareholders should
receive 43.7p per share in a
combination of shares and
cash.

St James's Place will be left
with a range of financial ser-
vices subsidiaries plus a portfo-
lio of investments. The finan-
cial services subsidiaries are: J
Rothschild Assurance (the life

insurance group), Global Asset
Management and International
Financial Markets Trading

(fund management groups),
and J Rothschild Wolfensohn
(a boutique corporate finance
group).

However, these businesses
make up only £38m of St
James's Place’s £2Um of
assets. The remainder is
invested in international bonds
and equities, with a particular
emphasis on German zero cou-
pon bonds.

Unrealised dealing gain* of
some £16.1m in the first half
were a main reason for the rise
in net assets to 126.2p a share,
against 107.7p at the March 31
year-end. The directors
announced last year that the
company should be judged on a
net asset, rather than a profit
and loss basis.

However, pre-tax profits dou-
bled from £7m to £14.1m,
helped by the elimination of
both investment denii^g losses
and start-up costs at J Roths-
child Assurance. Earnings per
share unproved to 5.9p (3p) and
the interim dividend is main-

tained at U5p.

The company added: “We
continue to regard interna-
tional equity markets with cau-

tion in view of the fragility of

the apparent economic recov-

ery in the US and the UK and
the recessionary climate In
Europe and Japan."

• RIT Capital Partners also

announced its results yester-
day, revealing that net asset
value had risen by 12 per cent
to 2Q2.9p a share over the six

months to September 30. Total
net assets were £398m at the
end of September.
Since March 81 RIT has sold

more than three quarters of its

interest in Newmont Mining,
the gold mining group, realis-

ing about £124m. It has
invested part of the proceeds in

gold call options, a similar
strategy to that followed by Sir

James Goldsmith. As of Sep-
tember 30, RIT had a total port-

folio of £468m of which £230m
was in quoted equities, £6lm in

bonds, £91m in specialist

funds, £63m in unquoted equi-

ties and £23m in property.

F Cooper jumps 27% thanks to

productivity and cost control
% Tim Burt

FREDERICK COOPER, the
manufacturer of architectural

hardware and specialist coat-
ings, announced a 27 per cent
increase in pre-tax profits to
£4.12m fbr the year to July 31.

The West Midlands-based
group said the growth in prof-

its. the first since 1989, was due
to cost controls and improved
productivity.

Mr Ed Kirk, fMrwan and
chief executive, said the out-

come - achieved on turnover
up from £82.8m to £84.3m -
reflected the group’s success in
winning a greater market
share for its products rather
than a significant upturn in
demand.

The growth in market share
was achieved mainly overseas,
where in the second half
exports rose by 12 per cent to

£17,7)0.

For the year, overseas sales

accounted for 21.4 per cent (19

per cent) of turnover, including

£347,000 from Spectra, the US
metal finishing company
acquired in June.
Although the $7m (£4.6m)

cash acquisition had been
expected to increase gearing to

about 60 per cent, Mr Kirk said

unproved profits and a squeeze
on margins bad enabled the

group to restrict year-end bor-

rowing to £6Sm (£Sm) for gear-

ing of 423 per emit
Improved sales overseas

were imHwmrnpH
,
however, by

flat demand in the UK where
turnover fell l per cent
Profits from the architec-

tural products division were
also hit by a £150,000 loss on a
contract lor balustrading - an
activity from which the group
now intends to withdraw.

Nevertheless, tight cost con-

trols and a 2J> per cent reduc-
tion in the workforce meant
the company was well placed

to increase its market share
further, he added.

That cautious optimism
enabled the group to recom-
mend a final dividend of L5p
(0.5p)t bringing the total to 12p
(2p), payable from earnings
per share ahead to 3.4p (1.8p)

basic and 5.8p (4.8p) fully

diluted.

£100m Guinness warrant issued
By ChristopherMoe

THE LONDON stock market's

appetite for covered warrants

was further whetted yesterday

when NatWest Securities

issued a ElOOm warrant on
Guinness, the brewing group.

NatWest is the third stock-

broker in the past two weeks
to take the unusual step of
using warrants as a means of

tempting investors into areas

of the market they might oth-

erwise avoid.

A warrant gives investors

the option to buy the underly-

ing shares at any time during

the exercise period at the price

on the day of the warrant’s

purchase. The Guinness war-
rant. which can be exercised

on a 2-for-l basis over the next
18 months, yesterday opened at

mp.
The move comes at a time

when Guinness shares have
been under pressure.

There has been concern over
the fortunes of LVMH, the
French luxury goods group
which has a 24 per cent cross-

holding in Guinness.

Dull global spirits trading

has also dampened investor

enthusiasm. Guinness shares
have slipped steadily from a
1992 high of 558p.

Yesterday, they closed 8p up
at 413p-

NatWest said ft believed the

shares had readied a nadir,
and the warrant was an oppor-
tunity for investors to tap into

the recovery potential of erne of

the drinks sector’s worst per-

forming stocks.

Two weeks ago. BZW Issued

a £10Qm warrant for the food

retail sector, followed by SG
Warburg last week an multi-

media stocks.

Although warrants have the
advantage of being tradeable,

the market being made by the
issuer, their rarity owes much
to the culture ofUK fund man-
agars who nmnpiain that trust-

ees are generally wary of using
derivative instruments.

WH Smith

may alter

share

structure
By David Blackwell

WH SMITH, the retail and
distribution group, is actively

considering the introduction

of a single class of ordinary
share.

Sir Simon Hornby, chair-
man, told the annual meeting
that the board was "aware of

recent moves by companies
with differential voting capital

to enfranchise such capital

into one class of shares."

Smith has 139m B shares,

each with a nominal value of
lOp and a single vote, and
244m A shares, which have a
nominal value of 50p and one
vote. The effect is that holders

of tbe B shares have 36 per
cent of the company votes, but
only 10 per cent of the equity.

This structure has been in

place since the company was
incorporated in 1949. when it

gave Smith family members
effective control of tbe com-
pany.
Tbe B shares would nor-

mally be expected to trade at a
premium to reflect their vot-

ing power. Smith B shares
reached a 20 per cent premium
in the mid 1980s, but in recent

years have traded at a dis-

count to the A shares. Some
observers suggest that the rea-

son for this could be that no-

one expected enfranchisement
to come under serious consid-
eration.

Two-tier voting is increas-

ingly being seen as anachro-
nistic.

Other companies which had
similar structures, including
Great Universal Stores and
Anstin Reed, have recently

been enfranchising their
shareholders. On Tuesday
Hammerson, the international

|

property group, unveiled
details of its reforms, while
earlier this month Whitbread
announced plans to reform its

45-year-old share structure to

give equal rights to all share-

holders.

Smith A shares closed yes-

terday at 479p, up 9p on the

day. The B shares rose 6p to

98p, giving them a SL3 per cent
premium over the A shares.

See People

Save & Prosper

Linked cuts

first dividend
Save & Prosper Linked
Investment Trust has declared

a first interim payment of
19.6p per income shore for the
three months to October 7,

against 30-25p.

Net revenue for the three
months was £995,000 (£L59m)
resulting in a loss after the
dividend payment of E33JJ00
(£319 profit).

Law change prompts media group to run down French connection

Aegis restructures to shift gravity base
By Diane Summers,
Marketing Correspondent

AEGIS’ centre of gravity has,

until now, been France: the
London-based holding com-
pany of the Carat group could
rely in the past on its French
business as Its main source of

revenue.

However, a change in the
law in France on media buy-
ing, which took effect in April,

has radically changed the pic-

ture.

Yesterday's announcement
of the proposed refinancing is

an attempt by the company to

shift that centre of gravity. For
the first time Omnicom, the
large US-based agency, will

have a substantial interest in

the company; at the same time.
Aegis wifl use £15m or its new-
ly-raised money to purchase
the half of HMS, the profitable

German media-buying com-
pany. that It does not already
own.
The new Flench law. known

as the Loi Sapin, has meant
that media buyers can no lon-

ger bulk-buy advertising space
at a hefty discount and sell it

on to advertisers at a profit, at
the same time as taking com-
mission payments from TV
companies and publishers — a
system which was not visible

to advertisers and resulted in
very high margins for the
French media buyers.
As Mr David Forster of

Smith New Court, points out
"The result has been that mar-
gins in France have come rat-

ting down."
Media-buying revenues, over-

all, could be eroded by up to 40
per cent in France - last year
the country accounted for
nearly £792m of Aegis's £2£4bn
turnover.

The development has called

into question the entire
group's capital structure. “The
group’s profit base and cash
flow are now insufficient to

service the existing level of

bank debt, meet deferred con-

sideration obligations and pay
the fixed dividend and interest

obligations on the Europrefer-

ence shares and the stock."

said Aegis yesterday.

The main features of the pro-

posed refinancing will, in

effect, mean £61.2m of new

equity finance: £15m from War-
burg Pincus, the US invest-

ment institution; £l5m from
Omnicom; cism from Electra;

and £HL2m from SFEC.
The restructuring will result

in the conversion into ordinary
shares of £72m of Europrefer-
ence shares, £25m of stock and
£7m of 55 per cent preference

shares. There will also he an
exchange of warrants for ordi-

nary shares and cancellation
for voting deferred shares.

Aegis said the refinancing
would strengthen the group's
finances by increasing substan-
tially its equity base, reducing
fixed dividend and interest

obligations and removing
about £3Cm of deferred liabili-

ties.

“Payment of the dividend on
the Europreference shares, due
on December 13, would signifi-

cantly worsen the group’s
financial position and it is

highly unlikely that the group
would be able to make such
payment,” it said.

The board had tried to struc-

ture the refinancing so that
each party, including existing
ordinary shareholders, would

UDO shows decline to £3.73m
and looks for acquisitions
By Catherine MBton

UDO HOLDINGS, which
supplies drawing office equip-
ment and reprographic ser-

vices, saw pre-tax profits fall

from £5.71m to £3.73m over the

year to July 31 on reduced
sales of £4&5m. against £51.7m.
Earnings per share fell to

8.99p (13.66p); the recom-
mended final dividend, how-
ever, goes up to 5-i3p giving a
total of 72p (6.7p). “The divi-

dend remains covered and the
company has substantial cash

balances,” said Mr Graham
Ede, finance director.

Mr Mike Wright, chairman,
said the company had tried to

offset declining demand for

diazo equipment - used to

copy large format drawings
using light sensitive paper or
film - by focusing on higher
technology, higher margin
products as part of a continu-

ing programme of measures,
intended to counter recession

in its mam markets.
Operating profits, including

a small gain on the disposal of
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DIVIDENDS ANNOUNCED
COfTBS - Total

Cursnt Date of pondng for

payment payment dhridend year

Alexandra Wwear Int 2.1 Dec 3 1.8 3.8

Berry Birch § Int 2.1 Dec 3 2 53
Brit&Amer FDm___Int 4.275 Nov 26 34 - 12.05

Castle Comma § fln 4£ Jan 17 4.5 8.5 8.5

Cooper (Red) lin 15 Feb 4 0.5 2.2 2
Engfisti National int 5* Dec 3 5 - 16.2

English National Int 2.55ft Dec 3 2.55 - 11.3

St James’s Place int 1.5 Dec 1 IS - 3
Smiths bids fln 7.55 Jan 7 7.1S 11.85 11.25

Sp«t Int 19.6* Dec 1 3025
UDO fin 5.13 Dec 10 4.78 72. 6.7

Wensum fi bit 0.625 Deo 17 0575 1-825

Dividends shown pence per share net except where otherwise stated. §USM
stock. » Per preferred share. ftPer deferred share. kfirst interim.

fixed assets, reached £2.74m
(£4J4m).

UDO generated £L.5m in

cash, bringing cash balances to

£14.8m (£i3.3m) at the year
end, about 50 per cent of net

assets, with which it plans to

hit the acquisition trail. Inter-

est receivable came to £992,000

(£1.37m>.

Mr Wright said: “Although
no acquisitions were made dur-

ing the year the group is

actively looking at potential

candidates in the UK and
Europe."

Lamont
£5.9m textile

expansion
Lamont Holdings has acquired
Cunningham Johnson for a
mayjrmim £5.92m cash.

The price depends on net
assets of Cunningham , at com-
pletion, exceeding or falling

below £lR2m as determined by
accounts.

in addition Lamont iiws paid
£960.000 to purchase, at face
value, a loan note obligation of

Cunningham.
Established in 1986, Cunning-

ham is primarily engaged in

the commission printing of fur-

nishing fabrics and operates
from two sites near Rochdale.

Lancashire.
The business is similar to

that carried out by Alexander
Drew which was acquired by
Lamont in June 1992.

retain an interest “which will

allow them to participate on an
equitable basis in the future
growth of the company”.
Mr Forster, however, was not

convinced yesterday. “It’s not
a very happy situation," he
said. “An awful lot of people
have made an awful lot of
money out of the business over
tbe years. The only people to
have consistently suffered are
the ordinary shareholders."
From 170m shares in issue
now. there will be 934m shares
after it has been fully
diluted.

Ms Lorna Tilbian, at SG War-
burg, agreed that the ordinary
shareholders had been “diluted

out of sight”.

While she was still con-
cerned about the operation of
the French part of the com-
pany. she said that following

yesterday's events the “risk is

very much diminished".
She is also watching Omni-

com’s long-term Involvement:
its 9 per cent stake could rise

to 13 per cent if it exercised its

warrants and there is no
“standstill" agreement not to

proceed further.

Havelock
back in

the black
By James Buxton,

Scottish Correspondent

HAVELOCK EUROPA. the
storefitting company, returned

to the black after two years of

losses with profits of £505,000

pre-tax in the first half of
1993, compared with a deficit

of £I.6m.

The outcome was achieved

on turnover of £l2.6m
(£16.lm), a fall which the Fife-

based company attributed to a

|

deliberate policy of avoiding

;

low margin business, and to

its practice of recording sales

only when contracts are com-
pleted.

Once again, no interim divi-

dend is declared bnt a final of

Up is proposed for the full

year.

Tbe company lost £2.4m in

,

1991 and £3m in 1992 and

j

raised £2.97m via a placing

;

and open offer last October. It

also embarked on a pro-
gramme of reducing over-
heads, and has cut staff levels

from 831 in 1991 to 583.

Mr Norman Lessels. chair-

man, said the latest result
showed the company could be
profitable on lower turnover
and said it represented the
first stage in its recovery.

Mr Lessels said the company
had a heavy workload in the

second half of the year which,

with sharply improved effi-

ciency at the Nottingham fac-

tory, should result in “a very
strong outcome for the year.”

Earnings per share were
1.9p (restated losses of lOp).
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To the Holders of

Sdehting Restructured
Obligations Backed by

Senior Assets 2 (ROSA2)

Pursuant to the Indenture dated as
of Jaruaiy TO. 1992, between the
Parern and State Street Bank and
Trust Company, as Trustee, notice
is hereby [fan lhal lor the Interest

Accrual Period October 15, 1993
through January 14, 1994, Uib
rates applicable to the Secured
Senior Floating Bate Notes and
Secured Senior Subordinated
Floating Rate Notes are 4.025 and
4,725 respectively.

PERUSAKAAN PERSBK1AN

U.S.S 151,500,000.-

Floating Rate Notes due 1997

Interest Rate: 4.375%

Interest Period:

From: 14th October 1093

To: 14te April 1894

Interest peyabie per USS500JX10

Notes = US$1 1,059.03

by Fuji Bank (Luxembourg) S_A_

CbrrrcUun Notice

ALLIANCE -r LEICESTER

AHaafa& LeittUerBfaldtafSodMy

£50,000,000
Subordinated Variable Rate

Notes 1998
In accordance with the Term and
Gandicfcuu of the Nun. notice b
hereby given chat che Rate of

Iniererr for rbe T«wtirjr-Rr*t Inter-

at Period from lld> Augvx. 1993,

to llth November, I99J. has hern

fixed at 6. 7875% per annum. Inter-

«r pMVuble on llth Nuvember.

199), will amount la £171.08 per

£10,000 principal obumiiu.

HBUONBANK CORPORATION
DSt MOjOOUN

FLOATING KATE NOTES DOS 1994

Noticeb herebygba dad torthe

iiilcRai period ftum SI DOobfa 1093u
21Juuray ISM the tuxes wiO cany aa
bKBfHt tale of per cent per awnqa.

ffiCitCMcni
AsAetsxBoak

AEGIS (NETHERLANDS ANTILLES)
FINANCE N. V.

(The
44Company ")

Registered Office

Polarisweg 35

Curafao

NETHERLANDS ANTILLES

NOTICE OF EXTRAORDINARY' GENERAL MEETING
OFSHAREHOLDERS

Notice is hereby given that an extraordinary general meeting of shareholders will

be held at the registered address of the Company, Polarisweg 35. Curasao.

Netherlands Antilles, on November 12, 1993 at 10:30am for the purpose of

considering, amongst other things, the amendments to the Articles of

Incorporation, and any other business as presented to the meeting pursuant to

the agenda. The agenda and the proposed amended Articles of Incorporation

have been deposited for inspection by the shareholders at the registered office of

the Company and the Paying and Conversion Agents appointed in connection

with the preference shares (the “Paying and Conversion Agents”). A separate

class meeting of the preference shareholders will be held at the New Connaught

Rooms. Great Queen Street, London WC2B 5DA at 10.30am on November 12,

1993. Copies of the agenda and the proposed amendments to the Articles of

Incorporation can be obtained by shareholders at the registered office of the

Company and Paying and Conversion Agents appointed in connection with tbe

preference shares.

Shareholders are advised that in accordance with the Articles of Incorporation,

certain decisions require a majority of at least three-fourths of the votes cast at a

general meeting of shareholders, at which at least two-thirds of the issued shares

entitled to vote are represented. Amendment of the Articles of Incorporation

fells under this category.

Holders of preference shares are entitled to attend and address the extraordinary

general meeting of shareholders, but have no voting rights.

At the said seperate meeting of the preference shareholders, preference

shareholders will be requested to sanction the alteration of the special rights

attaching to their preference shares resulting from amendments to the Articles of

Incorporation- Such sanction must be given by extraordinary resolution passed

by a majority of more than fifty percent (50%) of the votes that can be cast on

the issued and outstanding shares.

The Board of Directors

October 21, 1993
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Race on for new herpes drug
Paul Abrahams considers the battle between Wellcome and SB

Y ESTERDAY’S barrage
of clinical data from
SmithKline Beecham

and Wellcome was only the
first salvo in the struggle to

succeed Zovirax, Wellcome's
best-selling herpes and shin-
gles treatment.

The drug, the world's eighth

topselling medicine, is expec-

ted to generate revenues this

year of £745m, achieving a
growth rate of 27 per cent

Its growth, however, is set to

slow. Zovirax's German
patents expired this year,
while those in the UK and US
run out in 1995 and 1997.

Those developing Zovirax

successors include Wellcome
itself, with Valtrex, also known
as valaciclovir; SmithKline
Beecham with famciclovir; and
Bristol-Myers Squibb of Urn US
and the Japanese group Nip-
pon Shoji with Usevii- or BVa-
raU.

Zovirax has always been a
tempting target but efforts to

develop successors have been
held back by the toxicity of

most anti-viral drugs.

This safety problem was
highlighted last week when
Nippon Shoji halted Japanese
supplies of BVaraLT after cuiy a
month on the market.

Three patients taking the
medicine had died because
they were simultaneously
receiving ftuorouracfl, an anti-

cancer agent.

The company closest to
launching a competitor is

SmithKline Beecham. Famci-
clovir has been submitted to

regulatory authorities around
the world and should be
licensed for the treatment of
shingles in the first half of
1994. A submission for genital

herpes is likely to be made in

the next few months, with a
possible launch at the ?nd of

next year.

The fiercest battleground

Zovirax sates

.Cwilonr

between Wellcome and Smith-
Kline Beecham could be the
market for post-herpetic neu-

ralgia, the long-term pain
which occurs in about 30 per
cent of shingles patients.

Although Zovirax is effective

in treating the immediate pain

associated with shingles, its

effectiveness In long-term neu-
ralgia is not fully established.

Dsta prasestad yesterday by
SmithKline Beecham
suggested famciclovir was
effective In this area.

The marketing battle
between the two companies for

iae immediate treatment of

shingles will be technical and
hard. Lehman Brothers, the
broker, estimates worldwide
sales of the Zovirax shingles

application could be about
5500m (£330m) a year.
SmithKline Beecham sales

representatives will be able to

point to clinical trials pub-
lished last month that com-
pered its drug with Zovirax
against shingles. The data
showed famciclovir was no
more effective than Zovirax,

but only needed to be taken
three times a day. One of Zovi-

rax’s weaknesses is that it

needs to be taken five times a
day.
Famciclovir will also have

the benefit of SmithKlme Bee-

cham's huge salesforce which
outnumbers that of Wellcome.
The company may also price

aggressively. SmithKline Bee-
cham ’s recent launch of Paxil,

its anti-depressant, was nota-

ble by this tactic. However, the
group's ability to undercut in

the US may be limited, because
Zovirax’s American price is

already low.

Wellcome’s sales teams will

attempt to counter SmithKline
Beecham by pointing to Zovi-

rax's safety record. It has been
used by more than 30m people

over the last 15 years. In the
clinical trials, famciclovir
appeared to generate a higher
incidence of nausea and head-

ache than Zovirax.

Meanwhile, the window of
opportunity for SmithKline
Beecham may be narrow. Well-

come is rapidly developing its

own successor compound. Data

about the drug was presented

for the first time yesterday and

showed it was more effective

than Zovirax for long-term

pain associated with shingles.

Another trial for genital herpes

showed Valtrex twice & day

was as effective as Zovirax five

times a day.

Wellcome expects to submit

Valtrex for approval to treat

shingles during the first half of

next year. Since the compound

is so similar la structure to

Zovirax, the drug should have

few safety problems and could

be licensed quickly.

L ehman Brothers
believes Valtrex could
be launched in some

markets by the end of next
year. Submissions to treat gen-
ital herpes are likely at the aid
of 1994 or beginning of 1995.

Such early launch dates would

leave little time for SmithKline
Beecham to establish its drug.

Lehman Brothers estimates

famciclovir will not capture
more than 25 per cent of the

shingles market Its share of

the genital herpes market is

unlikely to exceed 15 per cant

or about $75m. This means
famciclovir annual sales will

be about $200m in 1996.

The additional marketing by
the two companies could
expand the market A recent

study suggested only 28 per

cent of shingles patients
receive anti-viral therapy.

Analysts reckon Zovirax
sales could reach $l-5bn within
three years, while those for

Valtrex could achieve $150hl
On the basis of these esti-

mates, the herpes and shingles

market could grow from
$1.15bn last year to $1.9bn by
1996.

The struggle between Smith-
Kline Beecham and Wellcome
could have two winners.

Castle Communications rises to £1.5m
By Jean Marshall

REDUCED interest charges and the
absence this time of exceptional helped
lift profits at Castle Communications, the
USM-quoted video and audio group, by 11.6

per cent, from £1.36m to £L51m pre-tax.

over the year to June 30.

Mr Terry Shand, chairman, said the
results were mixed, with turnover up
from £31.6m to £33.4m, but operating

profits down at £2.48m (£2.76m).
In the UK, trading conditions for the

audio division, which accounts for more
than 70 per cent of group turnover,
remained difficult. Mr Shand said.

Video product sales fell as a conse-
quence of Castle's concentration on own-
label requirements of the multiples rather
than its general catalogue sales.

However, Mr Shand said the group had
substantially increased its investment in

video tangibles during the year by com-
missioning special interest programming
mainly for WH Smith's own-label require-

ments. Benefits from that investment
shoold come through in 1993-94, he added.
The pre-tax result was struck after net

interest payable of £966.000 (£lJ2m).

Earnings per share advanced to 15-lp

(10.4p; and the proposed final dividend is

unchanged at 4.5p, which maintains the
total at A5p.

Alexandra leaps

to more than £2m
By Catherine MBton

ALEXANDRA Workwear, the

uniform supplier, announced
pre-tax profits more than dou-

bled from £672,000 to £2.0im for

the 28 weeks to August 14.

Earnings per share rose to 4p
(LSp). The directors declared
an interim dividend of 21p
(L8p) on the back of improving
trading results and continued

reduction in borrowings.

Turnover rose to £31.9m.
(£30An) as the mix of business

changed. Mr Julian Budd,
finance director, said: "A year

ago we were in & position of

undertaking strategic sales giv-

ing very low margins, but
keeping the factories going and
allowing us to reduce stocks to
levels commensurate with
activity.

"

Stocks had now fidian and
sales had Increased on the
back of higher turnover in the
core business - stockback ser-

vice to small businesses which
require a 24 or 48 hour deliv-

ery.

Towards the end of the first

half Alexandra opened new
shops in Hanley, Northampton
and Solihull as well as relocat-

ing an existing shop in Croy-
don. Further sites are being
considered, the company said.

“All areas of the group have
contributed to the results
which have been achieved
through greater efficiency and
a better sales mix despite their
being no fundamental improve-
ment in trading conditions,

”

said Mr Gerald Dennis, chair-

man.
He said there had been some

signs of increased retail activ-

ity and the company has

resumed its retail investment

programme: "We look forward

with confidence to the second

half of the year where so for all

areas of the group are main-

taining their first half perfor

mance."
Borrowings fell to £7.59m

(2135m) at the half way stage

and the company anticipates

farther foils by the year end.

Interest charges declined to

£463,000 (£l.Q9m).

The company had £7.3m m
haw ir loans and overdrafts as

well as £289.000 in hire pur-

chase contracts.

Gearing fell to 34 per cent

compared with 46 per cent in

the comparative period.

Wensum recovery

The recent improvement in

fortunes at Wensum continued

in the six months to July 3L
The USM-quoted men’s wear

and corporate clothing com-
pany reported pre-tax profits of

£56,000 (losses of £46,000).

Turnover improved from
£2.83m to £4.12m. Earnings per

share came out at 056p (losses

Q.43p) and the interim dividend

is raised from 0575p to 0.625p.

The company said that a
large part of its new clothing

project should completed in

the second half

Forward Technology
losses double to £1.2m
By John Murrell

EFFECTS OF rationalisation

pushed losses at Forward Tech-
nology Industries up from
£539,000 to £l-23m pre-tax for

the half year to June 30.

Measures taken were in con-
nection with the continental
European recession which had
affected French and German
markets which account for 50
per cent of group sales.

Mr Brian Chihrer, chairman,

said the company had taken
extensive remedial action to

reduce costs and personnel and
had charged £800,000 against
the opening halfs results - the

total exceptional costs antici-

pated for the 1993 year.

He pointed out that recession

was slowing progress towards
“satisfactory profits” and that

this would be inevitably
reflected in full year results.

Group turnover for the half

year rose to £20.1m (£i7.7m).

Electronics accounted for

£16.1m, of which £2.1m (£13m)

related to currency changes.
Electronics returned profits

of £223,000 (losses £53,000) but
sound and vision incurred
losses of £58,000 (profits

£132,000).

Losses per share widened
from l.Sp to 3.6p.

$70,
000,000

Revolving Credit Facility for

CRONOS
Cronos Group
Luxembourg

Funding provided by:

National Westminster Bank USA

The Fast National Bank of Boston

The Bank of California

CoreStates Philadelphia NationalBank

The undersigned acted as agent and arranged and

syndicated this facility:

NatWest
&WatW^LgAl^^r^DMsion

175 Water Street, New York, NY 10038 Telephone 212-602-2622

BARCLAYS INVESTMENT FUNDS (LUXEMBOURG)
SoctttfiflrarttaaMflt* Capital Variable

(*lhc Company*)

RcgfmerfOfHcs
Centre Macare

71* Flow. 41,me de bGam
L-I6J1 LUXEMBOURG. RCLnrembow* 31439

NOTICE OFANNUAL GENERAL MEETING

•nte Atuteri s*«td»ldcn » n I* Wd » i*e t«hita«d offieear

Monday. IS* November 1993 L30 am (or *»won tbercate » ix «*y br bad) tor the (oOowfcg

1 TV* receive and adopt tteDiiectonf KepwtoftbeAmtajr far the yearm3l» Wy IWJ.

i To receive and adopt die Sotetnau of Net Assets *nd Ibr Statement ofOpereuamfbi the jmrW
j

31st July 1993.

3. Tosranla4bchaijen>tboDiitOODiareapcaord>rii4Kk»fer*eytaaended3lK.lalj 1993.

4. To i ditcfcirjee to [he Aadiloci in respect of there duties tor the JTX cuttot 3 111 talj 1993.

5. To re-elect Moan Dctuiia. de MotnK Pad; aad Wlhnon a) Dlrectore of the CjopMtf.

6. Toqspoice Moats Brook, Rw and Pytlre at Directore uf Ibe Gwnpwrr.

7. To rc-appoinlMem Price Watafcoare ai Auditor*.

Vttfag

SfcjidMfcto ate adviacd ihM In accontam wit* the Amda of fatenporatioo die Anomt Cereal

Meeting ofSbothoideti vrSB rNJtdre a quanta 10* of the shares

In onfcr to vote at the meeting the botes of Bearei abates mas deposit there states nen later dan

12th November 1993. dte a the restored office of (be Company. or with any tank or Smart*
todnaiat acceptable to the Company, and (br relative Deposit Recaps (which may be obtaood

from ibe itgiteed office of the Company) most be forwarded to the regtocred office cl On
Cottons? tomm out law than 12* November 1993. Ibe shares SO deposited will remain UodtCg

oMBlheday following ibe meeting or any adjournment thercot

The botes or regtoctcd abates need not depot* their ccrtUbaaea but can be present n person or

represented by i duly appointed proxy.

SbareboMets who cannot attend tho meeting in person ire mvited to rend a duly completed and

rqated poxy fmai to the registered office m arrive not Ulcr thsti 17th November 1993.

Proxy fonts win bn sent m registered Shareholders with a copy of tUa Notice and can be obtained

from Ac registered office.

TheBawd ofDirectum.

DO YOU WANT TO KNOW A SECRET?
The I.D.S. Garni Seminar wffl show you how the markets REALLY work. The
amazing trading techniques of the legendary W.D. Gann can increase your
profits and contain your tosses. How? That* the secret Ring 061 474 0080 to

book your FREE place.

T-r?

BANK
Household International Netherlands B. V.

$125,000,000

A Funding Vehiclefor

HFCBankpic

5.25% SENIOR NOTESDUE OCTOBER 15, 1998

Guaranteed as to Payment ofPrincipal and Interest by

Household International\ Inc.

PRICE 99. 76%ANDACCRUED INTEREST, IFANY

MORGANSTANLEY& COt

Incorporated

SBCISWISSBANKCORPORATION
Investment banking

This announcement appears as a matter ofrecord only

October 15, 1993

This announcement appaws as a manor of record oriy

HFC
BANK
Guaranteed by

HOUSEHOLD INTERNATIONAL, INC.

£165,000,000
Term Loan and Acceptance Credit Facility

Royal Bank of Canada Europe Limited
as Co-ordinator

Bank of Boston

Royai Bank of Canada

The Bank of Nova Scotia

Credit Suisse

Swiss Bank Corporation

UM0QMBRWCH
Commerzbank Aktiengesellschaft,

Union Bank of Switzerland

as Lead Managers

Banque Paribas

Dresdner Bank AG, ummmw,
Westdeutsche Landesfaank Girozentrale,

as Co-lead Managers UMDMbMnch

Barclays Bank pic

Credit Lyonnais

Kredietbank N.V.l LOUDON BAUCH

Rabobank Nederland, LONDON BAMICH

J. Henry SchroderWagg & Co. Limited

Baring Brothers & Co., Limited
The Fuji Bank, Limited

Norddeutsche Landesbank Girozentrale,

The Royal Bank of Scotland pic.

inwflNawiKH

as Managers

ROYAL BANK OF CANADA
EUROPE LIMITED

FACILITY AGENT

OCTOBER 1993



COMPANY NEWS: UK
Pathfinder for placing and public offer indicates market capitalisation of £300m

4 Gartmore forecasts advance to £24.5m

alBanfc

By David Blackwell

GARTMORE, the investment
fund manager owned by
Banque Indosuez of Prance,
yesterday forecast a 64 per cent™_ 111

PJ°-ror“a profits to
u/L5m before tax for the 1993
year in its pathfinder prospec-

Banqae Indosuez, which
acquired Gartmore from Brit-
fan and Commonwealth, the
“Red financial services group.m 1990 for about £i30m, is
to float 25 per cent of its
wholly owned subsidiary next
month.
Gartmore itself will not be

issuing any new shares.
The shares to be sold will be

divided between a placing, pri-
marily with institutions, and a
public offer.

Gartmore is expected to have
a market capitalisation of
about £300m.
Mr Antoine Jeancourt-Galig-

nani. Banque Indosuez chair-
man, yesterday described Gart-
more as "an outstanding
success" over the past three
years.

He said a London Listing
would give Gartmore a highar

No restraints on farther expansion of market share and scope to attack international markets:
Andrew Brown (left) with Paul Myners and David Watts (investment director)

profile both in the UK and
internationally, as well as pro-
viding opportunities for far-
ther growth.
Mr Paul Myners, executive

chairman of Gartmore, sa\d
that its investment record was
an important and continuing

asset. While Gartmore had
grown to be the fourth biggest
investment fund manager in
the UK pension ftmd sector, he
could see no restraints on fur-

ther growth in market share.

Mr Myners believed the
group, which employs just over

INDEX
CONSTITUENTS

LISTS OF the constituent stocks of the FT-
SE Actuaries Share Indices series and other
FT indices are available at no charge from

The Manager, FT Statistics,

One Southwark Bridge, London SE1 9HL.

information regarding the FT-Actuaries

World Indices,

including details of constituents,

is available from:

Mark Zurack or

Barbara Mueller

Goldman, Sachs & Co.

85 Wan Street,

New York,

New York 10004.

U.SA
(212-902-6777).

Symon Bradford,

NatWest Securities

Ltd.,

Kintore House,

74-77 Queen Street,

Edinburgh EH2 4NS
(031-225-8525)

CUPID has signed an exclusive
licensing agreement to make
and distribute through its

Pronuptia stores, a range of
wedding dresses and accesso-
ries to be designed by Mr Jeff
RanIra

ESTATES & AGENCY: The
contract to sell a 10-acre free-

hold in Plymouth, Devon, to J
Sainsbury has become uncon-
ditional. The consideration is

£I8.1m cash and will be used to

repay short-term borrowings.
The site was revalued at £7.5m
in E&A's accounts for the year
to June 30 1982.

HILLSDOWN HOLDINGS sub-

sidiary, FMC, has sold its

Plymouth abattoir to Plymouth
Quality Meat for an undis-
closed sum.
INCHCAPE arm, Inchcape
Pacific, has formed a joint ven-

ture with Zuellig Group of the

Philippines to develop a con-

sumer products marketing and
distribution business there.

JIB GROUP: Rights issue 98.7

per cent taken up. Matheson &
Co, Mathesons Investments.
JIB Holdings (BVD and Box-

wick, all wholly owned subsid-

iaries of Jardlne Matheson,

400 people, could attack inter-

national markets using exist-

ing resources.

At the end of last year Gart-

more had hinds of £12.8bn
under management This had
grown to £16.1bn at the end
of the first half and £l8bn

NEWS IN BRIEF

have taken up their rights:

their combined shareholdings
remain at 62.5 per cent
MALAYA GROUP, the motor
retail group, has been
appointed sole concessionaire
for Bugatti cars. Bugatti
recently acquired Group Lotus
from General Motors.
MCLAUGHLIN & HARVEY: Its

receivers have sold the fixed

assets of the group’s Northern
Ireland division to TBF
Thompson.
NORTHERN FOODS is buying
Banketbakkerij Vanderheul
Assen, a Dutch speciality bis-

cuit business, for Fi 11.9m,

including existing borrowings.
In 1992 it had turnover of

almost FI 17m.
SCOTLA HOLDINGS: Of the

14m new ordinary shares pro-

posed to be issued to raise

£40.6m, 2.76m have been allo-

cated to non-UK investors and
11.24m to UK investors. Of the
latter, 5.6m shares have been
allocated to clients of Klein-

wort Benson Securities and
Hoare Govett Corporate
Finance. A further 5.6m shares
have been allocated to interme-

diaries, independent market-

at the end of September.
Pension fands accounted for

77 per cent of the business at

end-June, with unit trusts and
offshore binds taking 7 per
cent, investment trusts 5 per
cent, and others 11 per
cent.

Pro-forma pre-tax profits

were struck after non-recur-

ring items, including interest

on a loan to Banque Indosuez,

now repaid.

Mr Andrew Brown, finance
director, said the company
would come to the market with
no debt and no goodwill.

Pro forma earnings per share
for 1993 were put at &lp. and
the notional net dividend at

4p.

The directors and some
employees of Gartmore will be
acquiring shares worth some
£8m at the offer price through
the conversion of a share
option scheme put in place

by Banque Indosuez, which has
guaranteed not to sell any
further shares for 12
months.

Kleinwort Benson are spon-
soring the flotation and Caze-

nove are brokers.

See Lex

makers and employees of Sco-

tia. Applications from employ-
ees and independent market-
makers have been met in
bill- Intermediaries will receive

97 per cent of their applica-

tions.

SHARPE & FISHER has
bought the builders' merchant
division of Phillips & Son
(Alton) for £2. 15m cash.

TELEMETRIX's 58 per cent-

owned subsidiary, Nasdaq-
quoted GTI Corporation, lifted

sales in the third quarter of

1993 by 28 per cent to £&8m
(£21.7m); net income rose 43

per cent- to and earn-

ings per share advanced 35 per
cent to 35 cents.

TICKETING GROUP has com-
pleted the placing of 40m ordi-

nary shares of Q.5p each at

2JMp per share. The placing,

representing 4.7 per cent of the

company's issued equity, will

raise some £800,000 to be used
for acquisitions and to provide

additional working capital.

TRANSPORT DEVELOPMENT
Group has bought Chambers
and Son, a County Antrim-
based distribution company,
for £294.000. ..

Allied

Textile

expansion
ALLIED Textile Companies is

buying Coating Applications
for a mavimimi of £8Jjm.

Lancashire-based Coating
treats fabrics with PVC and
polyurethane and in the year
to October 31 1992 reported
profits of £839,000 on turnover

of £5£7m.
Allied is paying an initial

£&04m for a 91 per cent hold-
ing, satisfied by £3.69m cash,
£1.19m in shares and £1.15m in

loan notes.

It will enter into a put and
call option on the balance, held
by one shareholder, exercisea-
ble after the determination on
profits for the year to October
31 1993.

Initial consideration for the
option will be £589,000, satis-

fied by cash or loan notes.

Shaftesbury enlarges

Chinatown Estate

Shaftesbury, the property com-
pany which raised £20Jm from
a placing and share offer in

August, has expanded its Chi-

natown Estate in London's
West End via the £6.4m pur-

chase of properties in Shaftes-

bury Avenue and Gerrard
Street
The purchase covers a block

of 10 shops as well as offices at

100-124 Shaftesbury Avenue
and 36 and 39 Gerrard Street

The properties, adjoining
Shaftesbury’s existing 32
property Chinatown Estate,

have been acquired on long
leases at nominal rents with-

out review.

Shaftesbury has also added
to its investments opposite

Central Station, Glasgow, with
the acquisition of the heritable

interest at 9698 Hope Street for

£650,000.

The announcement
prompted a 12p rise in Shaftes-

bury’s shares to 114p.

Bennett & Fountain
losses at £5.92m

Bennett & Fountain Group, the

wholesaler and retailer of elec-

trical goods which is being
acquired by Marlowe Holdings

in a recommended £2.lm offer,

announced pre-tax losses of

£5.92m for the year to June 30.

There were restated losses of

£&03m last time.

' Working costs per tdloepam

- increasedby 1,1% on previous quarter
- increasedby 1,6% on quarter endedSeptember 1992

Income after lax

-• up 17% on previous quarter

-up 58% on quarter ended September 1992 Gengold

Final dividends were declared interim Total for

as follows: April 1993 the year

- Unisol IS cents per share 20 35
- Kmmss 180centsperstock unit 120 300
- Bracken 30 cents per share 40 70
- Leslie 35 cents per share 20 55
- Winkalhaak 130 cents per share 70 200

SUMMARY OF GOLD MINING COMPANIES' RESULTS FOR THE QUARTER ENDED 30 SEPTEMBER 1993
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NEWS DIGEST

The difficult trading condi-

tions of tiie first half had con-

tinued into the second, the
company said. In addition, the
high level of provision against

bad debts had Increased in the

second half. The company did

not as yet see any signs of
Improvement.
Turnover amounted to

£84.7m (£66.1m). Losses par
share amounted to 5.6p (7-2p).

The shares were unchanged
at 2/ip. Marlowe’s cash offer is

2p per share.

Losses at Whinney
Mackay-Lewis rise

In the worst recession in the
construction industry “in liv-

ing memory” Whinney Mack-
ay-Lewis, the USM-quoted
architect and planner, saw pre-

tax losses for the year to April

30 double from £435,000 to
£950,000.

Turnover fell from £5-68m to

£3.45m.
However, the company said

that the level of enquiries had
risen rapidly in the last two
months and had reached a
point where it was needing to

take on new staff.

Operating losses were
£477,000, compared with profits

of £205,000. Interest charges foil

to £412400 (£477.000) and there
was an exceptional charge of

£61.000 (£163400).

As part of the reduction in

fixed costs It sold a property
for £3.8m, which allowed
repayment of borrowings.

Losses per share were 12.1p

<5.1p).

Allied Irish US
offshoot expands

First Maryland Bancorp, the
wholly owned US subsidiary of

Allied Irish Banks, boosted net

profits 10.8 per cent from
§24.lm to 326.7m (£17-6m) for

the third quarter of 1993, lifting

the figure for the nine months
to September 30 to $86.1m
against 368.4m.

Mr Gerry Scanlan, deputy
chairman and chief executive
of AIB. said that First Mary-
land “continues to maintain a
solid performance in a slowly

recovering market place".

Berry Birch slips

to £460,000

Profits of Berry Birch & Noble,
the USM-traded financial ser-

vices group, slipped from
£518471 to £460.104 pre-tax for

the half year aided July 31.

Turnover advanced from
£3.16m to £34Sm.
The shares fell lip to I64p.

The directors blamed the set-

back on substantial investment
to secure continued expansion
of the business, including
development of the new
office in Ctevedon. near Bris-

tol.

They pointed out that with-

out these costs there would
have been a “healthy increase"
In operating profits.

Interest income declined to

£36,994 (£77347). Earnings per
share worked through Ip lower
at 53p but the interim divi-

dend is lifted to 2.lp (2p)_

Brit & American
Film net assets up

British & American Film Hold-
ings. the investment company,
reported a net asset value,

excluding film rights, of
l,i20.3p at June 30, against
1423.1p at the beginning of the
year and 8984p 12 months ear-

lier.

In the first half of 1993 pre-

tax profits were £618,456
against £609,688 restated for

the changed treatment of
investment sales required
under FRS 3.

Turnover was £784,604

(£747.346) with the majority
coining from investments. Film
and video revenue contributed

a smaller £41,662 (£77331).

Earnings per share were
14.29p (16.68p).

The interim dividend is

raised to 4375p (3.8p).

English National
net assets ahead

Net asset value per preferred

ordinary share of English
National Investment stood at

3613p at September 30.

That marked an improve-
ment on both the 3393p stand-

ing at the March year-end and
the 287.8p reported for the

same period of the previous

year.

The figure for the deferred

ordinary shares amounted to

2S6.5p at September 30. The
year-end figure was 264.6p and
the comparable half year figure

2123p.
After-tax revenue for the half

year to end-September totalled

£265,000 (£241,000).

Earnings per preferred share

amounted to 8.4p (7.7p) while
those for the deferred emerged
at 53p (53p). Interim dividends

respectively for the two classes

of share are held at 5p and
235p.

PUBLIC WORKS LOAN BOARD RATES
Effective October 19

Quota loans*

Over 1 up to 2
Over 2 up to 3
Over 3 up to 4
Over 4 up to 5

5ft

5% 5% 5ft

5% 5ft 6ft

8 8 6ft

S'A Gft 6ft
636 614 6ft

8% 6% 7ft

6tt 6ft 7ft

6% 6ft 7ft
- 6V 6ft 7ft

s _ _ 7% 7ft 7%
TVk 7ft 7ft

T% 7% 7%

Ova- 7 up to 8 - 6*6 616 7%
Ova B up to 9 6% M* 7%
Ova 9 up to 10 (5* 6% 7%
Ova 10 up to IS 7% 7*4 7%
Ova 15 up to 25 7% 754 75b

Over 25 7% 7% 7%
"Non-quota loans A ere 1 pa cent Wghar and non-quota loans B 2 pa cart

higher In each case than quota loans. tEqual instalments of principal, ft
Repayment by half-yeariy annuity (fixed equal half-yearly payments to biduda
principal and Interest). § With half-yearly payments of interest only.

Banesto Finance Ltd.

US$100,000,000

Subordinated floating

rate notes due 2003

jVo/ire is hereby given that

the notes will beer interest

at 4.875% perannum from
21 October 1003 to 21 April

1994. Interest payable on
21 April 1904 will amount to

USS123.23 per USS5.000 note

USS246.46per USS10.000
note and USS2.4S4.58per
USSIOO.OOO note.

Agent: Morgan Guaranty
Trust Company

JPMorgan

Kommuninvest
I Sverige AB
US. $100,000,000

Guaranteed
Floating Rate Notes

due 1998

Rir the 1ruerest Fcruxl 20th
October, 1993 to 20th J:iniuxy.

1994 the Notea will cany » Rjte

of Interear of 3.5625% per

annum, the Interest Amount
payable per U.S. *5.000 Nou-
will be U.S. J45.52, and for

the U.S. SIOO.OOONote will be

U.S $910.42. payable on 20th

January, 1994-

Lunliaibcluieahnc^nitlEjiluw

U.S.S300,000,000

ProvincedeQuebec
Ftoaong Bate NotesDue 2001

© CSFiuf botmH
Agora

Sutadtoated Floating Rata

Notice Is hereby given that me rate of

internet tar the period tram October

21st. 1993 to April 2iat. 1994 has been
fixed at S per cant per annum. The
coupon amounts due tor this period are

USD 2548 per denomination of USD
1.000, USD 252.7Bp«denomhflfalof
USD 10,000 and USD 2.527.78 per

denomination Of USD 100400 and am
payable on the interest payment date

April 21st. 1994.

11» fiscal Agart

Banque Natjonala de Paris

(Luxembourg) &A.



COMMODITIES AND

Crisis meeting called as Russian aluminium costs soar
By Kenneth Gootfing,

Mining Correspondent

RUSSIAN ALUMINIUM
producers, shocked by rapidly
rising costs, have called a cri-

sis meeting with government
officials. Their energy costs
jumped by 183 per cent on
October 1 and last week trans-

port costs went up by ISO per
cent. Mr Youri Shlaifshtein.

deputy director responsible for

foreign economic relations at

Bratsk, the world's biggest alu-

minium smelter, said those

increases had raised the cost of

producing aluminium in Rus-

sia to western levels.

Bratsk and another big

Siberian smelter, Krasnoyarsk,
have been resisting the elec-

tricity price increase Imposed
by Moscow because Russia is

under pressure from the Inter-

national Monetary Fund to lilt

energy prices to international

levels. Mr Shlaifshtein said the

Siberian smelters accounted
for 86 per cent of the local

power suppliers' business. "We
appreciate they have to make a

profit but we have to convince

the power suppliers there is a

line they must not cross if

smelters are not to close."

He said that, until three

years ago, Bratsk, which has

the capacity to produce about

840,000 tonnes of metal a year,

had “minimal” transport costs.

After de-regulation of the

transport sector these costs

were now a great burden.

Representatives of all Rus-

sia's smelters will meet senior

government officials at Bratsk

in mid-November.

The Anthony Bird Associates

consultancy group estimated

that in mid-1992 the Common-
wealth of Independent States'

smelters were producing alu-

minium for about US$550 a

tonne because of "astonish-

ingly low input prices"- Mr
Horst Peters, general manager,

technology marketing at VAW.
the German aluminium group,

estimated recently that the

energy cost increase would
push Russian smelter costs up
to $L200 a tonne, well above
recent London Metal Exchange

prices.

Meanwhile, Russia's foreign

economic relations ministry is

this week having two series of

meetings about the surge in

CIS aluminium exports -

widely blamed for causing real

prices to drop to their lowest*

ever level.

A European Commission del-

egation, headed by Mr Jorn
Keck, director of bilateral trade

negotiations, is seeking a vol-

untary restraint deal limiting

exports and an industrial

co-operation accord to help

restructure the CIS industry.

Aiid yesterday the Russians

started two-day talks with gov-

ernment representatives from

other aluminium producing

countries, including Austria.

Canada, Norway and the uo,

as well as the EC.

Some US companies want

their government to seek cute

of at least 500,000 tonnes in CIS

annual production and say

they are ready to make dump-

ing charges if no satisfactory

solution to the CIS export prob-

lem is quickly found.

Bratsk finds going tough in the real world
Kenneth Gooding on a town that depends almost entirely on its outdated smelter

M R YOURI Shlaif-

shtein is attempting
to explain why

Bratsk, the biggest aluminium
smelter in the world, is diversi-

fying into the manufacture of
socks and panty-hose.
He acknowledges that some

western industrialists might
find it difficult to comprehend
but the 300,000 people who live

in the town of Bratsk rely
almost entirely on the smelter
for their livelihood- It provides

20.000 direct jobs and 77 per
cent of the town’s income. The
$2m oF precious foreign cur-

rency invested in the hosiery

business provides badly-needed

jobs, is making products for

which there is a ready demand
and is profitable.

The Bratsk smelter, located

in Siberia, uses out-dated Sod-

erberg technology and is a big

polluter. The town authorities

don’t like the pollution but
need the smelter. A compro-
mise resulted in Bratsk cutting

output a little. One of Mr
Shlaifshtein’s colleagues told

Reuter this week that the
smelter was producing 750.000

tonnes of aluminium a year
compared with its capacity of
840.000 tonnes.
"Russians must often choose

between suffering from envi-

ronmental problems or losing

jobs and their ability to feed

their families,
,a

points out Mr
Shlaifshtein, who is the deputy
director of Bratsk Aluminium

Plant responsible for foreign

economic relations.

Bratsk plans more invest-

ment to cut pollution - he says
?i2m has been spent so far and
a similar outlay was made to

improve the infrastructure
around the smelter. It was
essential that this be done
without interrupting produc-
tion of the metal that provides

the cash to pay for it all.

Now the European Commis-
sion and the US aluminium
industry Is pressing for all the
smelters in the Commonwealth
of Independent States to cut
production and exports. Talks
are going on in Moscow this

week in the hope that a frame-
work for an agreement can be
reached. Mr Shlaifshtein sug-
gests: "If it is assumed that

Russia should make all the sac-

rifices the talks [with the EC]
won’t succeed.”

He says he could supply the
£C delegation with ten to 15

reasons why EC smelters
should close and adds with a
knowing smile, "but we do not
have such a strong lobby in

the EC as the French”.

Russia's moves towards
establishing a market economy
are now causing its aluminium
industry severe problems.
Since the begining of October
electricity prices have risen by
180 per cent and transport
costs by 150 per cent and Mr
Shlaifshtein suggests that Rus-

sian aluminium production

costs are now level with those

in the western industry (see

story above).

Since demand in Bratsk's

domestic market dried up
(western analysts say at least

half of all the aluminium pro-

duced by the former Soviet

Union went to its military

machine) the smelter has been

exporting about 450,000 tonnes

a year. The EC decision to

restrict imports of CIS alumin-

ium until the end of November
had very little impact on the

smelter, says Mr Shlaifshtein.

But it has raised protests in

Irkutsk, the region in which

the smelter is located.

Irkutsk was allocated 10Q.000

bonnes of duty free aluminium
exports from the two smelters

in the region to barter for

essentials such as food and
medicines. This metal had to

be directed away from the EC
and the essentials were bought
elsewhere in the world.

“EC manufacturers lost the

opportunity to deliver products
to Russia. We are establishing

links in Japan and the US that

might not have been necessary
{without the import restric-

tions]. We are bringing in food

from China which stopped buy-
ing our aluminium in 1990 but

is now a customer again."

Bratsk is attempting to stim-

ulate new Russian demand for

aluminium, but this will take
time. Mr Shlaifshtein says that

two joint ventures have been

formed, one with a Japanese
and one with a US partner
(which he will not identify), to

set up factories to produce non-
stick cookware. About $&5m Is

being invested, most of the
equipment has been delivered,

and the first factory should
start up early next year. He
says these ventures should
consume about 20.000 tonnes of
aluminium a year. Other CIS
aluminium smelters are
involved in similar projects.

P erhaps most Important
of all. Bratsk has been
working on a scheme

that should give it easier
access to investment capital
while cutting the price it pays
for raw materials and raising

the value of the aluminium it

exports. These are the alms of
Rosal Trading, a joint venture
with Trans-World Metals, a
London-based organisation
that claims to be the biggest

trader of Russian aluminium
Trans-World previously pro-

vided finance for raw materials
to “kick-start” Bratsk’s produc-
tion when the smelter was dan-

gerously close to running out
early last year. The London
company is also involved in a
joint venture with the local

authority which has provided
facilities for Bratsk to import
alumina (aluminium oxide)
and export aluminium in bulk
at the port of Vanino on the

east coast of Siberia.

Smartly turned out in a
western suit and chain-smok-
ing Mariboros, Mr Shlaifshtein

sits in Rosal's sparsely-fur-

nished new office in the Trans-
World headquarters and recalls

that until three years ago
Bratsk's aim was to produce as
much aluminium as possible. It

received no foreign currency
for its effort, all that went to
the state, and it had no contact
with consumers so the man-
agement had no idea that the
metal being produced was con-
sidered low-grade.
"One reason we formed this

company was to share Trans-
World’s experience and con-
tacts abroad. Contacts with
consumers will enable us to
change production to meet
their requirements. Tt will cost

us very little to make these
changes,” he says.

Also. Bratsk wants to break
out of the barter system into
which it was forced by cash
shortages. It has to import 50
per cent of its raw materials
and pay for them with alumin-
ium. “The best way is to buy
raw materials at the lowest
possible price and sell alumin-
ium at the highest possible
price. When you have to
deliver metal to pay for raw
materials you do not get the
best price.”

The link with Trans-World
gives Bratsk access to western
banks and trade finanre and,

further down the road, invest-

RUSSIA

Bratsk

Saransk

'-..i

Irkutsk

•
*

MONGOLIA

1.000

iteo CHINA

ment finance - something not

readily available to a smelter

in remote Siberia
Bratsk is now 51 per cent

owned by its employees.

Another 10 per cent is held by

small shareholders in the Irku-

tsk region, leaving 39 per cent

with the state- According to Mr
Shlaifshtein, the state's shares

will be auctioned off to the

public next month.
Meanwhile, the EC is offer-

ing help to the CIS industry in

the form of technology and,

possibly, finance, in exchange
for production cuts. Mr Shlaif-

shtein says: “Our complex
problems cannot be solved by
others. We must solve our
problems ourselves - then we
can ask for help from others".

But there is one way the EC
could help Russia. “It is not

possible to go to bed in a cen-

trally planned system and
wake up in a market system
and expect everything to go
smoothly. The EC could help

us make this transition.”

Venezuela volunteers to mediate in banana exporters’ dispute
By Canute James
in Port of Spain

VENEZUELA HAS volunteered

to mediate in the simmering
dispute between Latin Ameri-
can and Caribbean banana pro-

ducers over access to the Euro-

pean Community market.

The offer was made by Presi-

dent Ramon Velaquez during a

meeting in Port of Spain, capi-

tal of Trinidad and Tobago,
with the presidents of Colom-
bia and Mexico and the leaders
of the Caribbean Community

and Suriname.
It followed an attack at the

conference on the Latin Ameri-
can producers by Mr James
Mitchell, the prune minister of

St Vincent, who said that the

economies of the Windward
Islands of the Caribbean and of

other traditional banana sup-
pliers to Europe, were threat-

ened by "indiscriminate flood-

ing of the market by supplies

from Latin America".
“Should our economies be

destroyed by this, then rela-

tions between Latin America

and the countries of the Wind-
ward Islands are quite likely to

suffer irreparable damage,” Mr
Mitchell said.

The row between the Latin
Americans and the EC’s tradi-

tional suppliers in the African.

Caribbean and Pacific group is

over the community's banana
import regime, implemented in

July, which imposes a 2m
tonnes-a-year quota for Latin

American fruit Imports up to

that level attract duty of

EculOO (£78) a tonne while a
duty of Ecu850 a tonne is

applied to above-quota imports.

The community’s traditional

suppliers in the ACP group
have tariff-free access for the

remainder of the EC’s needs of

about 1.5m tonnes a year. The
ACP producers say many econ-

omies dependent on banana
exports face damage through
reduced market access while
the Latin Americans say they
are more efficient producers
and should benefit from an
open market for the fruit.

“Market intelligence since
the introduction of the new

regime is Indicating that the
banana situation in Latin
America is not turning out, for

Latin America, to be as nega-
tive as those countries have
been asserting,” Mr Mitchell

said. “The survival of the
Windward Islands’ economies
depends on banana exports.
We produce less than 2 per
cent of the bananas in the
Western Hemisphere and sup-

ply only 20 per cent of the
European market”
Mr Patrick Manning, prime

minister of Trinidad and

Tobago and chairman of the

summit meeting, said that the

leaders of Colombia, Mexico
and Venezuela had understood
the arguments of the Carib-
bean banana producers and
others in the ACP group.

“Venezuela has undertaken
to co-ordinate discussions with
the Latin American producers,

while St Lucia will do the same
for the Caribbean producers."

Mr Manning said. “The plan is

for a ministerial meeting with
an agenda to discuss the mat-
ter and find common ground.

”

Argentina secures

bigger share of

fishery resources

By John Barhanfl

in Buenos Aires

BRITAIN AND Argentina have

reached a new agreement on

sharing fish resources in the

South Atlantic and waters sur-

rounding the Falkland islands

after two days of talks m Bue-

nos Aires.

The one-year arrangement

favours Argentina, which will

increase its share of a substan-

tially extended fishing effort

npxt year - raising its catch of

the prized ibex squid by 70 per

cent to 220,000 tonnes. The

Falkland® will retain its pres-

ent quota of 150.000 tonnes.

The agreement is to be

signed in London early next

month during an official visit

by Foreign Minister Guido ai

Telia, in which Argentina’s

claims to the islands will inevi-

tably feature prominently on

the agenda
The accord will increase

pressure on the islands’ finan-

cial revenues, which depend

heavily on the sale of ffchihg

licences. The islands' govern-

ment forecasts a 36 per cent

fall in licence revenue next

year to between £15nr and

£l5im-
Argentine negotiators say,

however, that "the -islands

could not delude themselves

that we would never develop

our fishing Industry. This -

agreement allows them to plan

ahead”. ...

*
Argentina is likely to'con-

tinue increasing its share of

the catch in future years.

Britain had hoped to strike a

long-term agreement .with

Argentina that would protect

the islands' revenues. But

Argentina is tying such , an
agreement to concessions by
London over shared develop-

ment of the islands' possible

oil reserves and the lifting of

the UK’s arms embargo,
imposed during the 1982 Falk-

.

lands conflict.
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Canadian group plans

Andean mine venture
By John Barham

MUSTO EXPLORATIONS, the

Canadian-owned mining group,

is in talks with 18 international

mining companies on the

development of a US$45Qm-

$500m project in western

Argentina.
The company has a one year

option to develop what it

claims is a world-class gold

and copper deposit in the

Andean foothills and is looking

for partners to share develop-

ment costs.

It is close to completing an
18-month, $7m feasibility study

of the Bajo de la Alumbrera
property' for YMAD, a mining
company owned by the local

provincial government of Cata-

marca. Musto intends to take

up a one-year option to develop

the project in association with
YMAD and international inves-

tors.

If all goes well, the Cata-
raarca mine would be the first

major mining investment in
Argentina in decades. Argen-
tina's xenophobic mining laws
once discouraged investment,
but in June it introduced new
legislation eliminating invest-

ment barriers.

Musto says Bajo de la Alum-
brera is “one of the largest

proven unexploited porphyry
copper/gold deposits in South
America” and could produce
250m lb of copper concentrate
and 360,000 troy ounces of gold
a year for 20 years. Construc-
tion work would take two to

three years before the mine
could begin production.

Among companies in talks !

with Musto are Cyprus,' Ameri-

can Barrick Resources, Placer

Dome and RTZ. Musto is also \

negotiating financial packages

with First Boston and Chase

Manhattan banks.

Progress is being held np.

however, by negotiations in
;

the Catamarca legislature brer

the royalties it will levy oath*
mine.
The federal government says

j

that 20 local and foreign mhuffor
lug companies are operating*”,

nine mines in Argentina, and

are considering 64 possible new
'

projects in which they have i

already invested SI03m. Qffi- !

date say that two of the largest

projects should attract invest-

ments of SoOOra.

• Brazil may cut its tin out-

put by 10 per cent next year

because of low prices in the

world market, but Is in no
hurry to join the Association of

Tin Producing Countries,
which is co-ordinating pro-

ducer efforts to reduce world
supply, Mr Samuel Hanan.
president of Brazil's mining
and construction company Par-

anapanema, said yesterday,
reports Reuter from Kuala
Lumpur.
Mr Hanan, who was attend-

ing an ATPC meeting here^ *

said Brazilian exports cotiiipyf
also Call by 10 per cent in 1994 \

from 18,500 tonnes in 1998, well ;

below an export limit of' 24,000

agreed with the ATPC.

WORLD COMMODITIES PRICES

MARKET REPORT
The GOLD reached a two-month
high as fresh US investor fond
buying piled into the New York
futures markets. In London it dosed
at $372 a troy ounce, up $5 on
the day. “It is quite a strong move.
The [investment] funds are buying
it fairly heavily,” one dealer said,

adding there was no physical

demand. “Dealers were buying to
test the price at over $370,” he
said. SILVER was also strong,

ending 13 cents up at $4.51& an
ounce, but Platinum lagged with

a $1.85 rise to $375.10 an ounce.
At the London MetaJ Exchange
the three months TIN price rose
to a fresh 10-week high of $4,970

a tonne but Found expected stiff

resistance near $5,000 and ended
after hours trading at $4,950 a
tonne, up $70 on balance.

COPPER ended its decline with

three months metal gaining $12.75
to $1,645.25 a tonne in what
dealers described as a "technical

consolidation”. ZINC was unable
to extend initial upward momentum,
with the rise attracting hedge
selling, although an undercurrent
of support remained, based on
continued talk of production cuts.

The three months price dosed at

$952.50 a tonne, up $11.

No.7 RAW SUGAR - LCfi fowitrefas) LONDON METAL EXCHANGE Prices supplied by Amalgamated Metal TVxflng)

Close ftwtous Hlgh/Low Ctasa Previous Hlgh/Lovr AM OfflOaJ Kerb dose Open Interest

AJwntafcsn, 99L784 purity IS per tonne} Total dally turnover 51,081 tats

Cash 1098-97 1091-92 - 10904-91 *

1048 3 months 11174-18 1112-124 - 1112-124 238^79 lota

Copper, Grade A (S per tonne) Told daffy ftmover 72,131 tats

Cash 1821-22 1808-09 - 1619-20
3 months 1845-454 1632-33 - 16414-42 179.079 lots

Lead ft per tonne) Total d>)y wnover 3402 tats

Cash 3894-916 3814-82 - 393-94 .

3 months 403-04 395-98 - 4084-07 22489 lots

Close FVevtau* H^l/Low Wekri (S per tonne) Total daffy turnover 13480tats

Dec 841 925 040 919 Cash 4600-10 4512-17 - 4660-65 _

3 months 4660-85 4665-75 4716-17 44,213 lota

May 971 957 972 955 Tin IS per tonne) Total daffy turnover 4,266 tats

Jiff 970 958 978 957 Gash 4910-20 4838-42 . 483540
—

Sep 972 960 973 958 3 months 4960-70 *888-90 - 4885-90 - 12492 lota

One 9S9 947 968 948 2fac. Special Hlgfa Grade <S per tome) TWaJ daffy turnover 15,932 tats
901 950 Cash 935-38 984 -2S w 933-33.5

May 954 960 955 3 months 952-53 941-42 ' 9504-51 84.770 lota

HEATING Ott. 43,000 US galls, cerrtsAJS gate Chicago
Latest Previous HtqMjMl

Nov 54.00 5440 5420 5M5
Dec 54.85 5448 55.1Q 54.40
Jan 55.45 55.45 5540 55.05
Feb 5540 55.60 5540 5SJS
Mar 5440 54.85 55.00 64.76
Apr 5340 53.85 53.85 53.70
May 53.10 5T40 53.10 53.00
Jun 52.50 52.40 52.70 52.50
Jut 52.80 S2-S5 5340 52J80
Aug 53S3 53.10 0 0

SOYABEANS 5,000 bu «i*n oinWfldb bushel

Ctasa Ptevnue Hgh/Low

Nov 814/4 6148 614/B 612/2
Jan 821/4 821/8 622/D 61312
Mar 628/4 KOB 623/D 626/4
May 632/6 833/2 633/2 631A)
Jiff 838/8 638/4 637/D 634/4
Aug 638/0 835/B 638/D 634/2
sre» 827/0 624/6 627/0 825/0
Nov 618/2 817/0 818/4 616ft

Compiled from Reuters

London Markets
SPOT MARKHTS

Crude o* (par barrel FOBXDec) + or -

Dubai S14.94-448U +046

Brent Blend (dated) 51645-6.67 0.11

Brent Blend (Dad JJ743-7.05 +049
W.TJ (t pm esq S1843-0J5u <0.025

Oil products

(NWE prompt dedveiy pre tonne OF * Or

Premium GaMfria 6190-192

Gas Ofl 5175-176

Heavy Fuel Off $61-63

Naphtha 5160-162 +1

Petroleum Argus Estimates

Other or -

Gold (per boy 5372.0 +6

Slver (per troy 45i.Sc +13

PU0rn»Ti (per troy cut S375.10 +148

Paflrefcan {per troy off) 5133.85 +04

Copper (US Producer! 844c -04

Lead (US Producer] 3340c
TVi (Kuota Lumpur market] 1245m +0.1

Tto (New ToritJ 2224c
arte {US Pnme Western! Unq

Come five vrrtghtt 1l349p +3 JOB*

Sheep (Itve wetgtmA 81.200 242*
Pigs five wWghlJt 6835p •+3.10"

London daffy sugar (raw) S2014J +2-2

London daffy sugre (white) $291.0 +3

Tote and Lyle export price S2884 +14

Barley (Engtsh toed) Unq
Mace (US No. 3 yeflow) C1S0.0

Wheat (US Dark Northern) Cl684

Rubber (Nov/f eo.oop

Rubber (DdC)V 60iSp

Rubber (KL BS8 No 1 Jul) 205.0m

Cowtwt o* ffWLwineSfi S43S.0* +6

Palm Off (ttafciysianj§ SMO.Ou 24
Copra (Pimppmesll S270.D

Soyabeans (US) Cl900 +1

Cotton 'A' index 54.40c -0.10

WoottopS (Wo Super) 324p

CRUDE oo. -n Sibaron

Latest Previous Hgh/Low

00c 17.07 1645 17.11 1643
Jan 1745 17.14 1748 17.10

Fab 1748 1748 17.41 1744
Mar 17.43 1748 1740 17-33

Apr 1746 1740 17.80 1740
M®t 17JBB 1740 17.70 1745
Jiff 17.70 1749 t7.77 174*
IPE tadasc 1647 1645

Turnover 21904
(19076)

045 08.- IPG S/tonne

Tlnun. seat (5279>ot3 of 10 tonnes

CCO indicator prices (SOfls par tome). Daly price
tar Oct 19 916-27 {00X01) 10 day average tar Oct
20 S0X9B (B08.7B)

USE Closing C/S rate:
SPOT: 1^4000 3 months 1.4813 6 months 1.4744 9 months 1-4887

LME AM Official E/S spot rate N/A

COFFEE -LCS S/tonne

Ctasa Previous WqH/Lq

w

Nov 1175 1206 1202 1174

Jan 1195 1225 1218 1193

Mar 1174 1210 1197 1175
May 1176 1137 1190 nre
Jiff 1175 1193

LONDON MILLION KUHKET
(Pricas suppOed by N M RothschAO

Gold (troy oz) S price C equivalent

Ctose
Opening
Mwivng Ibt

Afternoon fa
Day’s high

Day's low

371.75-37245
389.10-36940
37140
37240
37340-37340
369. TO-36940

248.782
2*9458

New York
COLD 100 troy az^ S/lroy oi

Close Previous High/Low

Turnover 3844
(
4090]

tats ol 5 tonnes

ICO Indicator prices (US carts per pound] tar Oct 18
Compi daffy 88.13 (89 .70) is dsy swag. 8731
{97.40)

Loco Ldn Mean Gold Lending Bates (Vs irSS)

Close Previous Mtffi/Low

Nov 10040 16945 17046 186.73

Dec 18375 16840 17040 169.00

Jan 169.50 19940 170.00 10040

Feb item 16840 Item 167 .»
Mar 167.75 167.00 187.75 167.00

Apr 166.00 10645 105.75

May 105.00 16540 165.00

Jim 18445 163X0 10440 10240
Aug 16640 16640

Tbnow 13783 (1464Z) lets ot 100 tonnes

SUGAR - LCS (S per tonne)

White f Prevtots M0ULOW

Dec 27740 278.10 278.00 277.00

Mar 27S40 276.40 277.00 27540
May 27840 279.50 28030 278430

Aug 28240 28340 284.90 28240

Oct 27440 274X0

POTATOES - LCV C/tome

Ctoee Previous HJg/YLovr

Turnover 1539 (938) Parts- While (FFr par wire*

Dec 1817.21 Mar 1819.84

l a tonne unless otherwise stated. p-perce/Vg.

:-cents/lb. r-nnggit/kq. z-Nov v-Jon/Feb u-Dec

l-Sep/Oct fLondon physical. §CIF Rotterdam. X
Sultan mark el dose, m -Malaysian

prices am now live weight prices * change from a

week ago. provisional prices.

WOOL
Australian wool prices hove continued to move
steady agakist d» buyer, wflh liner Meiinoa In

pardcularty strong demand. Overafl. price

Increases am (paduA and on AusMan Wool

Creporaflon’s market indicator reached 457

cents a kg. on October 20. which compand
With 460 a week Wore. When die kOuq
season opened In Jiffy die Indicator was 459

cents, and subsequently deemed to a law of

411 . Clearances at auction remah very good,

business in wool using markets he**

ter, and forecasts ofa contmng graduri Stmer

tendency lor wool are mfftfityiig.

Ap» 914 90.0 824 914
May 1044 1034 1054 105.0

Turnover 1ff9 (93) tots of 20 tomes.

nwoKT-ice SlO/MacpoM

Oom Previous ttgh/Low

Oct 1320 1383 1345 1330

»» 1338 1388 1382 1335

Dec 1339 1385 1340 1338

Jon 1340 1368 1380 1330

Apr 1385 1385 1370 1300

Jul 1195 1215 1200

Oct 1380 1390 1380

Jsn 1400 1400

BFI 1361 1373

Turnover 21

7

(Z22)

OfUIN» -tea E/tonrw

Wheat Ctoee Previous hBgh/Low

Nov fl&GE 9940 9940 9645

Jan 10045 101.63 101.10 100.85

Mar 10240 10340 103.00 10240

May 10440 106-25 104.75 10445

Battoy am Previous Htf/Low

NOV 101.30 10140 10140 10140

Jen 10345 10340 10340 103.00

1 month
2 months
3 rnoiiun

2.74

a.ro
?4*

8 months 244
12 mantes £.65

B»ver nx P/teoy off US cts eqtffv

Spot 30245 44945
3 months 306.40 452.75
6 months 310.15 456.15
12 months 31740 48345

GOLD COWS

S price C equivalent

Oct 37?.7 369.1 371.8 3713
Nov 372a 389.4 0 0
Oac 3718 3704 3744 m*
25 2

711 3T8-7 374.7
ripr 377A 373.9 375.5 3733
if

1 37SL® 380.0 3784
Aug 381.0 377.4 3814 381

8

Oct 3824 3784 3824 S24
P«c 3844 3814 S&8

COCOA to tennes4Aonnee
—

Ctoee Previous HgMjow
Close Previous Htgh/Low Oct 22.76 2247 22.88 22.70

Dec

Mar
May
Jul

Sep

Dec
Met

May

1 I7D

1207

1224

124Q
1260

1273

1286

1302

1130

1172

1188

1206

1223

1237

1243

1175

1212

1227

1240

1280

1280

1148

1183

1203

1223

1240

1268

Dec
Jan
Me
May
Jiff

Aug
Sap

2244
23.04

23-20

2343
23-24

23.00

2245

22.94

2343
23.17

23.14

23.10
22.90

22.70

2249
2348
23.22

2345
23-25

23.05

0

W/P
2243
2348
2110
23.16

23.00

0
1261

1273

0

SOYABEAN meal 100 tons: Sflo

n

Jiff

Sep
1310

1335

1271 0 Close Previous MghAow
0 Oct 191.0 1934

COFFEE -C- 374008*; certs/lbs
- Dec

dan
190-5

1904
190.7

190.8

1914

190.7

1914
1924

1084
188.7

11W.7Ctoee Previous Mgh/Low Mar
May

1924
1934
1954
1954
1954

Dec
Me
May

7540
7840
7B40

7840
78.85

80.10

7B40
80X5
8140

75X0
7840
7940

Jiff

Aug
Sep

1944
1944
194.7

1954
1954
1354

1944
194.0

1944
80.75 8145 82.10

Sap 82.10 8240 84.40
Dec 8440 85.05 8840
Mar 88JM 8840 0

81.00

83.15

8640
0

M*ttES-000 l*i min: owtoGab bushel

PLATINUM SO boy oc snrovaz.

Turnover. Wheat 838 0*SI Bailey 47 {34)

TUmover tats of 100 Tomas.

Krofltarand 373.00-37640

Matte too* 38^20385.85
New Souerefcp 87.00-9040

2*940-25240

5840-6140

TRADED OPTIONS

AfcimWum (99.7%) cam Puts

S&fte price $ tonne ooc Me Dec Mar

1100 23 50 14 19
1125 12 38 28 30
1150 9 24 48 43

Copper {Grade A) Crib Puts

1000 57 ?2 16 30
1650 29 64 38 62
1700 12 41 71 70

Cohoe ICE NOV Jtel Ndv Jan

1150 89 25
1200 26 63 1 88
1250 7S 44 89

CoeooLCe Osc M» ec Mar

92S 41 07 26
950 20 73 37
975 19 80 53 87

Brent erode Doc Jen Doc Jite

ieso 18 £S
1700 38 28
1750 Id 40 70

Ctoee Previous High/Low

Ocl 374J 3724
Nov 3634 3634 0
Jan 3784 3764 37as
N* 378.8 3774 3804)

3794 3784 381.0
Oct 301.1 379.7 0 0

SILVER 5400 troy oz; centa/troy oz.

Close ftWvtoue Hlgh/tow

Oct OZS 4414 0
NOV 454.1 4424 0
Dec 4544 4*3.0 456.0

*554 4444 0
Mtf 4SU 4474 460i
May 4814 460.1 482.0
Jiff 464.4 453.0 482£
Sep 467.3 4664 486.5
Deo 4714 4804 473.0 467.0
Jen 473.0 481.6 470J) 4700

SUOAfl WORLD 11- 112400 lb* cents/fas

Ooss Previous Hltfi/UHv

1033 1033 103* ^59
May IO40 1042 1040 1042
Jiff 1045 1045
Oct ML54 1047

1045
1045

1047

KU9
COTTON 00400 fa* cents/ibs

Owe Previous Hgh/Low

57.13 57.17 57 74
Mar 58.71 53.78 5856
May 5943 59.70 60 . 10M te.OT 6030 6045
Oct 6130 81J2 0

61 .34 61.15 8106
Mar 0180 61.75 0

67.10

tee?

59.60

60.10

0
6140

0

Close Previous Hgh/Low
Dec 252/4 254/0 253/4 ”~251/B^^

282/2 281/8 260/0
260/4 cea/o 28*/4

207/2 268/4 268/0 288/4
281/0 26Q/B 2te/e

253/6 254/4 254/0 2S3*
2004) 26Q/B 26CM3 2SB/4

WHEAT 6JM0bu m|n: cems/BOfa-buahel

Ctasa Previous HtgfVLow

Dee 333/2 330/2 333/4 329/2
328/2 320/2 329/4 325/0

May 318/4 319/2 313D 315/4
309/4 309

M

3104) 307/2
Sep 312/0 313/4

JU

1

322/0

313/*
321/4

0
322/0

0
32VO
0

UVE CATTLE *0400 lbs; cant&flbs

HIGH GRADBCOPPEB 25400 fas: COTEtoi

change JUICE 15,000 be; centsrtbe

Qom Previous
Owe Previous Htph/Low

OCl 72BO 7X40 7X10 7X60
Nov 72-BO 72.80 7X40 7X05
Dec 73.15 7X 15 73.76 7X10
Jan 7X45 7345 7350 7X90
Feo 7X75 7X7S a 0
Mar 74.05 74.05 74.65 74.05
Apr 74.35 74.35 0 0
May 74.65 74.85 7S.1S 74,80
Am 74.95 74-95 0 0
Jiff T5J5 7X25 75.70 75.60

*ta*

Jar

Me
May

M
Sep
Nov
Jan

11340
11X05
110.43

11849

121.40

12240
11945

11945

11430
11735

11930

12140

12245

123.00

12140

12140

11440

I17.6Q

12040

12240

122A0
0
0

0

112.70

115.00

118.10

12040
121.75

0
0

6

Oct
Ore:

FeC
Apr
•ton

Aug
Oct

UVE HOGS 40000 lb! cantsto

Previous Hfch/Low

7X323 7X500 73.760
74.700 74 .72$ 74JJ76
75.175 75.075 74.650
78.100 7X060 76.750
7X125 7X175 7X800
71.500 71BOO 71-325

71*50 T\XS 71 .MO

CROPS OtL (Ugh!) 424QQ US gab Stand

Latest Previous rtgh/Low

Nov 18.20 18.00 1830 17.96
18.37 18-26 1X42 1X17

Jot iasi 1X43 1X56 1X36
Peb 18/17 1X57 1X87 1X64

1X75 1X70 1X78 1X87
Apr IBM 1X02 1X05 1X80
May 1X04 1X84 1800 18.92
Jun 19.16 1905 1X08 1X96

1M5 1X 13 1X17 1906

WPICSS

BgUm*s CaareS^BOTber ib iaai -
rw so

” -
.gg gl™ wnth aao vr gp

18374IP*8 <60*5 ISBftlt ..

dow JONES Base: Dec. 31 1974 „

jjjjl frwtti aao vTaflo

11442
11642

5* "a*4 mV ia, =r**« 12741 12848 13842

Oct
Dec
Feb

Apr
Jun
Jiff

Oct

pow Prevknre Hgh/Low

Feb
Mar
Moy

Aug

48-276 4X675 47.47S

48.BS0 50350 4X700
SOJ075 5032S 49325
4X075 4&A7S 47325
62.400 62/WO 51360
51350 51300 60350
49.760 4X850 *3300
45.726 45.750 45300

1.000 fax cents/fa

Previews HgtVUw

57325 59075 67050
87.600 5X950 5X900
57000 59.160 6X900
8X725 60000 S7.950

57325 57.760 67350
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A mature of Rutland and Ru-itania. the Grand Duchy pocks an economic punch out of proportion with Its size

I
fou^aifonTth™^ — 6001,1011110 performance makes the

StaSS Grand Duchy the only EC member
fl*^puution as a mighty state to fulfil all five ‘convergence

Criteria
1

required under the Maastricht

^t
1

S
a

pr^Sc
^ttr?ts'

1^ treaty to join a European monetary

SUSBSS op
1^! union. Threats to its EC status will be

ftS tradtfand^steady stoutly resisted. Lionel Barber reports

:
population, tt has exploited deftly the opportunMoa offered by open boedero, tnro trade and steady progress toward deeper European integration

I

N the 35 years since the
foundation of the Euro-
pean Community. Luxem-
bourg has earned a justi-

fied reputation as a mighty
micro-state.

A mixture of Rutland and
Ruritania. the Grand Duchy
packs an economic punch quite
out of proportion with its size
and population. It has
exploited deftly the opportuni-
ties offered by open borders,
free trade and steady progress
toward deeper European inte-

gration.

Over the past 12 months, the
EC has been shaken by a series
of political, economic and
financial crises which have
raised questions about its iden-

tity, its future development,
perhaps even the historic inev-
itability of integration.

In the Roaring Eighties,
when Europe's economy
boomed, the Grand Duchy's
population of 400,000 benefited
enormously from its geographi-
cal position near the centre of
a single European market of
340m people. But these are
hard times far the EC, and the
slump in the economies of
neighbouring Germany and
Belgium has left Luxembourg
looking more exposed.
The extent of its vulnerabil-

ity should not be exaggerated.
In 1992, Luxembourg’s banking
sector increased its profits by
18.5 per cent - on top of a
growth rate of 24.1 per cent in

1991. Unemployment remains
at Less than 2 per cent, com-
pared to an EC average of
between 10 and 15 per emit
This summer, Luxembourg
was the only member state in

Mighty EC
micro-
the EC which met all the Maas-
tricht treaty's economic con-
vergence criteria - the targets

set for membership of a future

European monetary union.
The most pressing concern

centres on the economic down-
turn in Germany, together
with the currency crises which
have swept through the
Community since Danish vot-

ers rejected the Maastricht
treaty in June 1992.

The initial targets for inter-

national frnpnclel speculators

were “soft-core” currencies
such as the British pound and
the Italian lira; but in the
spring anH hiihiiiot of 1993,^
assault shifted to the
“hard-core” grouping including
the French franc, the Danish
krone and the Belgian franc.

which remains linked in a 71-

year-old currency association
to the Luxembourg franc.

The recent weakness of the

Belgian franc has touched a
raw nerve because it evoked
memories of the 1982 currency
crisis in which the Brussels
authorities devalued their cur-

rency unilaterally, without
consulting Luxembourg.
Fearing a possible re-run,

Luxembourg has sent mes-
sages to the Dehaene coalition

government in Belgium that it

expects every effort to be made
to preserve the value of the
currency through a tight Uwir

with the D-mark. At the samp
time, internal studies have
been drawn up, examining the

impact of a future devaluation
and assessing the Schmenens-

grenzen - pain barriers -

beyond which Luxembourg
might have to re-examine its

currency association.

This would be a big step into

the unknown. In the mean-
time. Mr Jacques Santer, Lux-
embourg’s long-serving prime
minister, remains adamant
that he believes the currency
association (which was
renewed last year) will con-
tinue: “It is not the Luxem-
bourg tradition unilaterally to

denounce treaties,” he said in a

speech earlier this month.
Behind these worries about

Belgium’s economic strength
and its political cohesion lies a
more general worry about Lux-

embourg's position In a Com-
munity on the brink of a new
phase of enlargement; it is sup-

posed to take in Finland, Nor-
way, Austria and Sweden by
January 1 1995.

One, perhaps even two of the
candidates within this group
may well toil in their bid for

admission. But Luxembourg
still Daces a dilution of power;

disconcerting for a founder
member of the EC which has
long enjoyed an influence
greater than its size.

Recent reports that France,

Germany arid the UK are toy-

ing with the idea of cutting

down the size of the European
Commission to 10 members are

unsettling; so is the notion

that an enlarged EC should
adapt the system of qualified

majority voting, to defend the

position of the bigger states.

One senior Luxembourg offi-

cial says he was “appalled”. Hie

suggests that this would spell

not only the loss of Luxem-

bourg's right to send its own
Commissioner to Brussels, but
also an EC dominated by the
bigger member states, follow-

ing the principle of 19th cen-

tury balance of power politics.

“The efficiency of the EC Is

important, but you must not go
back to the Congress of
Vienna." he says.

For Luxembourg, preserva-

tion of the status quo touches
on the question of national
identity. “Luxembourg has
always been very favourable
toward Europe," says Mr Jim
Cloos, chef ciu cabinet to Mr
Rene Steichen, Luxembourger
commissioner in Brussels,
responsible for agriculture.

“But we are often afraid of
being submerged or swamped."
He adds: “We are emotion-

ally closer to France and eco-

nomically linked to Germany,
but we are neither French, nor
German, nor Belgian. We are
something in between.”

It is wrong to speak of an
upsurge in nationalism; but,

like neighbouring Germany,
Luxembourg has lost its

uncritical attitude toward the
EC. Politicians such as Mr Fer-

nand Ran have made mileage

out of running against the

Maastricht treaty, singling out
its concept of EC citizenship
which provides for the exten-

sion of voting rights for for-

eigners.

Mr Rau, 52, is the Ross Perot
of Luxembourg politics. His
campaign to curb public spend-

ing and raise private pensions

to the generous level of state

employees failed to take off in
the recent local elections,

where the Green Party Dared
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better; but he remains a threat

to the establishment because
he has spotted the dangers of
pursuing European integration

beyond reasonable limits.

hi the post-second world war
era, Luxembourg has bril-

liantly exploited EC legislation

to carve out a position as a
leading European banking

GERMANY

-tes-Bafna
f „ ...

FRANCE ‘ f
•

' >!

financial centre, breaking its

earlier dependence on the steel

industry. For example, when
the European Commission
issued its directive on Europe-

an-wide investment fluids in

1988, Luxembourg’s parliament

responded with appropriate
legislation within four weeks.

This nimble approach antici-

nenne Tan/ AncSiwmMKa^n Qanti

pated future EC legislation,
paving the way for the Grand
Duchy to attract more than
1,000 investment funds.

On the other hand, the Com-
munity's drive to harmonise
tax legislation. - notably the
withholding tax - constitute a
direct threat to Luxembourg’s
status as a financial centre.

Savings running into billions

of francs would switch to tax
havens in Europe such as the
Channel Islands or Monaco.
Similarly, Luxembourg h««t

no intention of sacrificing its

other chief advantage in the

financial sector: banking
secrecy. Any change in either

the withholding tax or banking
secrecy would amount to a sig-

nificant blow to an industry
which itself accounts for
between 10 and 12 per cent of

the Grand Duchy’s gross
domestic product
Leading executives such as

Mr Charles Ruppert. president

of the Luxembourg Banking
Association, argue that the
financial sector’s strength has
more to do with intellectual

agility and high-quality train-

ing than favourable tax laws.

He points to the successful

expansion of Luxembourg's
commercial satellite and televi-

sion sector as prime examples.
But Mr Ruppert cautions

that new arrangements for
enlargement and integration
should preserve member
states' national assets such as
banking and finance, even at
the expense of European-wide
harmonisation. In this respect,

Luxembourg speaks for many
of the bigger members of the
EC, including the UK-

Your Banking Address
in Luxembourg is

Nr 1

Place de Metz

When looking after your financial interests in

Luxembourg, you might as well do it at a prime

address.

Bonque et Caisse d'Epargne de I'Etat,

Luxembourg, (BCEE) has more than a Number

One location in Luxembourg: it is Number One on

the domestic marketand you should takeadvantage

of its NumberOne experience and expertise in the

institutional and interbank markets.

BCEE has a balance sheet total of577,408 million

LUF. Own funds and provisions amount!© 26,736

million LUF and net'proftt reaches 1,287 million

LUF. Net assets of investment funds managed by

BCEE progressed last year by 48.3%.

Banque et Caisse d'Epargne de I'Etat, Luxembourg,

keeps anticipating developments in the local and
international financial markets and offers a large

range of services and products to international

institutions:

• Luxembourg and Belgian Franc Clearing

• ECUClearing
• Luxembourg Stock Exchange

• Luxembourg Franc Capital Market

• Primary Dealer in Belgian Government Bonds

• Undertakings for Collective Investments

• Custodian Services

in fact, when dealing with Luxembourg's Banque et

Caisse d'Epargne de I'Etat, everything is done to

make you the Number One.

BANQUE ET CAISSE D'EPARGNE DE I'ETAT
‘ LUXEMBOURG

Head Office: 1 ,
Place de Mete 1-2954 Luxembourg Tel. 4015 -

1
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LUXEMBOURG II

Simon Gray follows the economic signposts

Recession is too
strong a term

LUXEMBOURG politicians and
businessmen say anxiously
that the Grand Duchy Is teeter-

ing on the brink of recession,

indeed, every industry except
the financial and media sectors

claims to be facing recession, if

not a crisis. But even if the

pessimists are right it does not

look like the kind of recession
other countries would worry
about very much.
According to the World

Bank. Luxembourg had the

world's second highest GDP
per head (after Switzerland)
last year 535.260.

The ministry of economic
affairs estimates economic
growth in 1992 at 2£ per cent,

and predicts rates of 1 per cent
for this year and 1.6 per cent
for 1994. To be sure, this is a
reduction from Luxembourg’s
1987-91 average of 5.1 per cent,

but technically it is nothing
like recession.

Nevertheless, it would be
hard to persuade Arbed of the
truth of that The Luxembourg-
based steelmaker lost LFf3.3bn

francs ($95m) in 1992 and
expects the deficit to widen to

LFfSbn (nearly $160m) this

year.

The workforce engaged in
steel production in the Grand
Duchy stood at 27,000 in the
mid-1970s. It stands now 8^00
- and Arbed is planning to cut
this to 6,000 by 1996.

Steel is only the most con-

spicuous sign of slowdown in

the economy. After nearly 10

years of success on the back of

commercial property develop-

ment, the construction sector

has run out of steam - even if

the industry's own forecast of

10,000 Jobs at risk (out of some
21,000) looks like scaremonger-

ing.

Overall, industrial produc-

tion by volume (excluding con-

struction and civil engineer-

ing) fell by 0.6 per cent last

year and slipped by a further

23 per cent in the first quarter
of 1993. Industry executives
believe that, in general, pro-

duction is now stabilising, but
there is no sign of an improve-
ment in prices.

Consumer spending in super-

markets and chain stores

declined by 1.4 per cent last

year, although early figures
indicate a resurgence in 1993.

The number of new cars regis-

tered in the Grand Duchy in
the first four months of the
year fell by 259 per cent com-
pared with the same period in

1992.

Even residential property
prices, which roughly doubled
between 1986 and 1692, seem to

have hit a ceiling.

This year has seen a small
but steady trickle ofjob cuts at

companies such as Du Font de
Nemours, VUleroy & Boeh, the

ceramics manufacturer, and
Electrolux. These have contrib-

uted to an unemployment fig-

ure of just under 3/KM at the

end of August - a record tow,

although still barely two per

cent of the working population.

But this does not tell the

whole story. At the same time

that unemployment has been

rising, so has total employ-

ment - by 3,400 in the year to

February.

The “new" unemployed tend,

to be Luxembourg residents

who were previously working
in industry; in many cases,

older people whom the
Employment Administration
tactfully describes as “hard to

place." The the meantime, ever
more commuter employees
from Belgium, France and Ger-
many are coming Into the

workforce.

Frontaliers, as they are
known, have long played an
important role in the Luxem-
bourg economy- But their num-
bers have shot up rapidly over
the past few years: from 28,600

in 1989 to 45,400 in February
1993, in parallel with the
growth of the financial sector.

Precise figures are hard to

come by, but the best guess is

that about half of all jobs in

Luxembourg are filled by for-

eigners, either commuters or
residents.

In the financial sector -

where the Luxembourg Mone-
tary Institute keeps exact fig-

ures - the proportion of for-

Arbed headquarters (lefl) and steelworks (righQ- The Luxembourg-based sted-maker lost LRUJbn franca in 1992 and expects Hie deficit to widen to U^bn this yew Qftrf&nb

More and more commuter employees from Belgium, France aid Germany, known as frontaflere
,

I are coming
Into the workforce. At the European Technical Centre, in Bascharage, a cosmopolitan group of engineers and
technicians work with state-of-the-art equipment in the control room of a twin engine dynwnometer

signers at the end of June this

year was 52.5 per cent
The hanking industry and its

constellation of financial ser-

vices companies lead the other

side of the Luxembourg econ-

omy - the side which has
enjoyed surging growth, even

as other sectors were running
into difficulties.

Last year the 213 banks
based in the Grand Duchy
(there are now 221) collectively

Improved their profits by 1&5
per cent, on top of a 24J per

cent growth rate in 1991. Simi-

lar growth has occurred in the

investment fund industry: its

aggregate net assets more than
doubled, from LFf4.157bn to
LFfS,818bn, between December
1991 and June this year.

Industry is by no means
united In gloom. Sommer Alli-

bert has decided to expand its

new auto components factory

near Clervaux; Goodyear Is

expanding tyre production at

Colmar-Berg-, Circuit Foil, the
copper foil manufacturer, is

investing LFf2,7bn (|7Sm) in its

facility at Wilts. And Arbed is

pressing ahead with a
LFfi2.5bn (S360m) investment
programme, including replace-

ment of two blast furnaces
with electric arc ftnnaces.

The commercial property
market, where rampant over-

supply sent prices tumbling by
more than 20 per cent between
1990 and the beginning of this

year, is also showing hesitant

signs of recovery. A new busi-

ness park near Luxembourg
airport struggled initially to

find tenants but is now nearly
ftilL Work started in July on a
LF£L5bn office and hotel com-
plex south of the city, and the

government’s ambitious plans

for development of the Kirch-
berg plateau have been rescued

by Hochtief, the German devel-

oper, which has taken over a

We focus

on your targets

Deutsche Girozentrale

InternationalSA

"You seek to diversify and optimize your financ-

ing sources. Or your cash-flow outlets. In a com-

plex financial world, this calls for experienced

advice and a dear heading.
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project dropped last year by
Sweden’s Shanslra

The brightest performer, how-
ever, has been the media
industry, where Die Socifete

Europeenne ties Satellites has
consolidated the market domi-
nance of its Astra TV satellite

system. The Gompagnie Lux-
embenrgeoise de TfilWiffasicm

made record profits in 1992 as
RTL-plus in Germany and
RTL4 m the Netherlands led

their markets in terms of both
audience share and advertising

revenue.

Overall, while Luxembourg’s

economic outlook is relatively

bright, questions remain.

Can inflation be kept under

control? Since 1987, when
prices actually declined, infla-

tion has risen to a steady 3.5

per cent, fuelled by a govern-

ment budget deficit and a sal-

ary indexation mechanism
which trade unions are reluc-

tant to let go.

This is part of what
the Luxembourg Industry Fed-

eration (Fedil) and other

employers' groups see as an

OFFICIAL PRICE LIST

1990 1991 1992
1st half

1992 1993
1st half

Bonds 7424 7488 7249 7048 6830
National 104 113 124
International 7320 7375 7125

Stocks and shares 260 264 206 268 268
National 61 70 70 66 68
rn,n i„„roceign 199 194 196 202 202

Investment Funds 1369 1589 1680 1783 1915
National 1339 1565 1657 1754 1889

Foreign 30 24 23 29 26

Warrants & others 1078 1163 1090 1064 1095

TOTAL 10131 10504 10285 10163 10108

Soue* Uaaitsaure Sndc EwHenga

The Stock Exchange

Continuous
trading needed
L

UXEMBOURG’S stock
exchange is home to the
Eurobond. It was first

issued in 1963, and is celebrat-

ing its 30th anniversary, but
the tiny bourse is also looking
to the future, seeking to carve
for itself a niche in the Euro-
pean Community’s single mar-
ket

It hopes to be sitting pretty

through a period of less intro-

verted trading and more inter-

national activity - with an eye
on the 1996 implementation of
an EC Investment Services
Directive (ISD) which gives
brokers a “passport" to trade
throughout the EC, and a
much-touted “Eurolist” allow-

ing important securities to be
simultaneously listed on vari-

ous European exchanges.
“We ware always based on

transnational and transconti-

nental business,” says Mr
Edmond Israel, the bourse
chairman. “All developments
leading to greater efficiency

for transnational business in
Europe will enhance the busi-

ness In Luxembourg.”
Mr Israel, together with

other officials in this tiny
country wedged between
France, Germany and Bel-

Wrth more than 10,000

securities denominated in

26 currencies, the

exchange is a significant

part of Luxembourg's
financial centre

gimn, is touting a tradition of
International expertise.

Between 75 per cent and 80
per cent of the world’s out-
standing Eurobonds are listed

in Luxembourg. While lower
interest rates around Europe
helped the Eurobond market
to break volume records, ana-
lysts noted its ability to with-
stand currency turbulence.
With more than 10,000 secu-

rities denominated in 28 cur-
rencies, Luxembourg’s
exchange is a significant part
of a marketplace which hopes
to take a central position in
Europe, and not just geograph-
ically. “I think we are well
positioned for the future,” Mr
Israel says.

That belief stems partly
from the expectation that for-

eign banks and international

companies will continue to set
up shop, taking advantage of
Luxembourg's flexible regula-
tory structure and Its centrally
located, multi-lingual base.
With some 200 banks already
in the Grand Duchy, Mr Israel
sees “quite a lot of potential
here in the securities fields
Even without the new EC

rules integrating stock
exchanges, he thinks the 1990s
will be good for bourses; he
anticipates a trend towards
greater equity investment.
“The stock exchanges have a
big role to play in . . . convert-
ing short term cash into
long-term investment, which
will contribute to Europe’s the
economic development”
Total trading volume in

June rose to LFc2&34 bn, an
increase of 22.49 per cent over
the first 1992 period. Mr Israel

predicts that volume will con-

tinue its climbing pace. “By
December 31 this year I would
anticipate a growth of between
25 and 30 per cent over last

year.”

He also says that, thanks to

Luxembourg’s liberal trading
tradition, the volume of trad-

ing off the exchange “exceeds
by far” that of on-exebange
trading. Under the ISD, those
transactions will have to be
reported to a central author-
ity, increasing tbe bourse
staff’s workload.

Although he says the on-ex-

change turnover is “extremely
satisfactory,” it Is still one of
Europe’s smallest. Mr Israel

wants “to increase the transac-

tions more substantially.”
That means computerising
securities. While nearly 800
securities are now being
traded electronically, traders
complain that the computers
are not always working.
Meanwhile, the old, open

outcry system still prevails.
Trading floor activity is still

limited to between 10.45am
and 1.15pm - a disadvantage
compared to Paris, which
trades between 10am and 5pm.
Plans to extend the Luxem-
bourg exchange's hoars have
not yet borne fruit, but Mr
Israel says: “There’s more
than a fair chance that it will
happen next year.” No deci-
sion has yet been taken on
which securities conld be
traded daring extended hours.
Traders say that another fea-

ture ripe for change is the
manner in which securities are
called in succession ou the
exchange, allowing trading on
a particular bond or share
only when it has been called.
Securities also come op one by
one on trading screens. “We
absolutely most create a con-
tinuous trading market
throughout the working day,"
complains one Luxembourg
trader.

Luxembourg has continued
on its path towards making
investment funds a speciality;

it lists 1,915 domestic and for-
eign funds. Bat bond trading
constitutes the bulk of the
exchange’s activity, thanirc
mostly to listings by foreign
companies. With 855 new
bonds listed since January,
bond turnover reached
LFrl5.48b in June.
Mr Israel says that he

expects to see growth in Lux-
embourg franc and Ecu-domi-
hated bonds, as well as shares
of “msyor international invest-
ment funds” which he declined
to identify. He also foresees
growth in equities, “where
next year the Eurolist shares
could play a major role."
Though the Ecu remains the

most traded currency, it has
slipped as tbe bond denomina-
tion of choice, accounting for
nearly half the bond volume a
year ago, but not even a third
Of Its volume today.
Luxembourg franc-denomi-

nated bonds now represent 17

increasingly uncompetitive

cost structure. They would pre-

fer lower social security

charges on employers and

more flexibility In dealing with

a workforce which, in general,

is expensive to hire and diffi-

cult to fire. ,

They are also concerned

about the growing Impact of

environmental activists, who
did well in the municipal elec-

tions. Environmental protests

recently persuaded the Fulflex

group to drop plans for a rub-

ber factory in Kehlen — and

may derail a planned indus-

trial waste dump near the

affluent dormitory town of

Hamer.
Longer term, there is con-

cern that a return to prosperity

in. neighbouring areas of Bel-

gium and France conld out off

a source of manpower on
which Luxembourg is increas-

ingly dependent
The alternative would be

more immigration - no easy

political option in a country

where, already, about a third

of the population is foreign.

Trading floor activity Is stiti only between 10.45am and 1.15pm TmrftM

per cent of total bond trading,

followed by Canadian and US
dollar bonds. And bonds have
shrunk as a fraction of total

trading volume, from 75 per
cent last December to some 66
per cent in June.
Meanwhile, stocks and

shares, which accounted for 26
per cent of total trading cn the
bourse in 1992, now constitute

33-7 per cent
Luxembourg securities

account for nearly 90 per cent
of stock trading. Of the
exchange’s 66 domestic shares
and 202 foreign ones, the top
10 traded shares so far this

year are all Luxembourg com-
panies.

Those include Arbed, the

steelmaker, whose shares
remained remarkably stable
despite the announcement of
heavy losses, and Audioflna,

the holding company, whose
shares rose to record heights.

(Audioflna holds a controlling

stake In the Compagnie Lnx-
embourgeoise de Telediffu-

sion.)

Mr Israel’s view is that
domestic companies will
remain the core business on
Europe’s larger stock
exchange, but that - at least

in Luxembourg - the drive
for a European single
market will “bring more
players into the picture.”

Elizabeth Wise

EXHIBITION AND CONFERENCE CENTER OF THE F.I.L
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T HIS month's gain reception in the
spa town erf Monriorf-les-Bains was a
glittering occasion for the Grand

Duchy's leading bankers. Mr Jacques San-
ter. Luxembourg’s prime minister, was
Present; so was Crown Prince Henri. The
wine flowed almost as fast as the past
year’s profits.

h This has been an outstanding year for
r Luxembourg's banks. The industry proved

much more resilent than expected in the
face of increasing competition and the
sharp economic downturn among its
neighbours, particularly Germany.
Yet behind the story of steady expan-

sion, there are nagging mnoprpg,
Fresh efforts to introduce an EC-wide

withholding tax threaten one of the cor-
nerstones of the industry. At the wnw
time, there may be less to the surge in
1932 profits than meets the eye - it was
almost certainly inflated by the influx of
German savings seeking a safe haven from
the Bonn government's tax net.

The Luxembourg Bankers Association.
(ABEL), the principal organisation repre-
senting the industry, has grasped the dan-

00 ger of being branded a tax liven whose
principal strength lies In exploiting fiscal

anomalies within the EC. It has come up
P with a three-pronged counter-attack.

Last year’s profits flowed like wine
First, the ABBL argues that the Grand

Duchy may be ready to strike a deal on
withholding tax, but only if the new
arrangements cover OECD countries. Hus
means Switzerland, as well as tax havens
such as the Channel Islands, Gibraltar,
Lichtenstein and Monaco.
Second, the ABBL has launched a cam-

paign to convince the rest of the world
that Luxembourg's investment in technol-

ogy. innovation and training means that
its status as a leading financial centre is

secure, even if Europe's politicians choose
to tinker with the tax rules.

Hiird, the Association is trying, with
some success, to reduce the industry's
high cost base. This means introducing
much more flexibility into salaries to
reflect responsibility and performance and
break the traditional link with inflation.

Occasionally the campaign errs on the

over-optimistic side. A recent survey by
Arthur Andersen, the international man-
agement consultants, concluded that Lux-
embourg's banking industry was entering
a period of consolidation; but it also
reported a remarkable confidence among
executives working for the Grand Duchy's
financial institutions.

Looking ahead to the year 2000, the sur-

vey cheerfully predicted that the amount

Pierre Jams, head of the Luxembourg
Monetary Institute, the financial regulator

of fends under management could reach
$750bn; operating profits could amount to
$53bn; and staffing would he about 20,000.

Meanwhile, the number of banks was
likely to rise from the present 220 to more
than 250. Yet the survey also acknowl-
edged that thn<sp headline figures assumed
an unchanged fiscal and regulatory envi-

ronment

Some may disagree that this is a ‘rea-

sonable" assumption; others would con-
cede, however, that the industry has
matured over the past 10 years as it has
developed new services in private banking,

custodial services, and financial instru-

ments.

During this period, there has been a
steady move away from reliance on inter-

est income, where margins are being
squeezed by competition as a source of
revenue.
In 1992, net interest income grew by 8

per cent only; it also dropped as a share of

gross results to 70.8 per cent, the lowest

level ever recorded - a shift which can be
explained largely by highly profitable for-

eign exchange and securities trading. Like
London and New York, Luxembourg knew
how to exploit the recent upheaval in the
European Exchange Rate Mechanism.
Mr Chris Cottrell, head of the Fleming

Flagship Fund, whose total net assets
passed $lbn this year, says that Luxem-
bourg's chief attraction lies in its proxim-
ity to the French and German markets and
its ability to implement legislation without
delay. This was true of the investment
fund law in 1989; but it will also apply to

the new USITS unit trust legislation

scheduled to come into force next July.
Flemings employs 120 staff from 14 dif-

ferent countries. This same multilingual,
multinational spirit infuses leading local

banks such as Banque Generate de Luxem-
bourg. “We hire good young people," says
Mr Paul Meyers, a senior executive, "and
we invest heavily in information technol-
ogy.”

Banque Generale's development shows
how it has diversified from its more tradi-

tional business of supporting local indus-
try, as shown by its continuing minority
equity stake in Arbed, the steel-maker.

The Luxembourg bank recently set up the

Northumberland Group in the UR which
employs 40 people specialising In Personal
Equity Pensions; and it has expanded its

expertise in fend administration to the

point where it has 295 compartments man-
aging more than ioo funds.

Among US banks in Luxembourg. Chase
Manhattan offers an example of the devel-

opment of private banking services.

Chase’s target market is the individual

with a minimum of $1 million capital.

(Exceptions are made if the client has
$500,000 and has good prospects of quickly
hitting the Sim mark). Many of Chase's

clients are owners of small and medium-

Banque de Luxembourg

sized businesses in neighbouring Belgium,

France and Germany.
Mr Pierfranco de Vita, general manager

of Chase’s private banking branch, which
reports to a head office in Geneva, says
that clients are attracted at the prospect of

being able to tap into Chase's other ser-

vices such as corporate finance. “Most of
the clients are already offshore, so it’s not
new money,” he says, "but we are offering

all-round services.”

Chase’s self-styled "Know Your Client"

policy is a useful marketing tool in the
wake of the collapse of the Bank of Credit

and Commerce (BCCI), whose operations

remained for a long time a mystery not
only to Luxembourg authorities but also

to the Bank of England.
Mr Pierre Jaans, the head of the Luxem-

bourg Monetary Institute, (IML) the Grand
Duchy’s financial regulator, says the
authorities are now much better equipped
to deal with rogue banks such as BCCI.
Last April, the second EC banking direc-

tive and the money laundering directive

passed into law - supported by IML circu-

lars on solvency ratios and socalled “own
funds”. Mr Jaans argues that BCCI was a
legacy of a much more lax regulatory envi-

ronment in the 1970s, which was true of

Europe as a whole.

The European Investment Bank

A listener who both

lends and borrows big

AS.a. founder member of
this European Commu-
nity. Luxembourg has

never been shy of waking a
pitch for a new EC institution.

Its campaign to capture the

future European central bank
has drawn much attention, but

this has tended to obscure the

jfi&r) presence in the Grand Duchy
of an increasingly powerful
international financial institu-

tion in its own right the Euro-

pean Investment Bank (EIB).

The EIB’s central task is to

provide long-term finance to

promote economic Integration

in the EC, most recently

through the completion of the

Single European market But
the bank is moving rapidly
into new areas, ranging from
the provision of funds for tele-

communications networks In

Bulgaria to the management of

Euratom money for making
nuclear reactors safe in the for-

umer Soviet Union.

Today, the EIB’s lending and

borrowing is bigger than the

World Bank.
It has a leading role in the

European Commission’s
growth initiative to get the

European economy under way;

and it has a forceful new presi-

dent. Sir Brian Unwin, a for-

mer head of the UK Customs

and Excise who spent the last

part of a 30-year-tong career in

Whitehall battling alongside
Mrs Thatcher for a bigger EC
budget rebate for Britain.

It is tempting to suggest that

Sir Brian is a poacher-turaed-

gamekeeper. He prefers to

describe himself as an EIB old

boy, having earlier served as a
British nominee to the BIB
board. Insiders predict that
this experience will make
make him a good less circum-

spect about stamping his

authority on the institution

and shaping relations with its

political masters in Brussels.

“We need to be a more
active," said Sir Brian in an
interview in late summer in

his Luxembourg office. "Politi-

cal control is In the European
Community and the apex is the

council of ministers. But it is

very important to play an
active role to shape the policy.

The bank must be heard at all

levels of the EC structures.”

This suggests that the EIB
has been to willing to play "the

listening bank”. Its lack of

political punch was underlined

three years ago, when Chancel-

lor Helmut Kohl bowed to

French pressure and agreed to

set up the Bank for European
Bank for Reconstruction and
Development in London. Many
believe that the job would have

been handled better by the
EIB.

The new bank's new portfo-

lio includes:

• Operation of the new Ecus
2bn package of subsidised
loans and grants set up as part

of the EC’s deal with the Euro-
pean Free Trade Area states

known as In the European Eco-
nomic Area (which excludes
Switzerland);

• A key role in the new Cohe-
sion fund for Greece, Ireland,

Spain and Portugal, as well as

the newly enlarged Structural
fends agreed in the December
1992 seven-year EC budget
deal;

• Lead role in implementing
the 1992 Edinburgh summit’s
growth package. This includes

a temporary lending facility of

Ecu 5 bn earmarked for trans-

European networks in 1993 and
1994, particularly in telecoms,

transport and energy.

The Edinburgh agreement
also covers a new financial

instrument: the European
Investment Fund. This Is a
novel semi-government agency
which will draw on public and
private capital to funnel
finance to small and medium-
sized businesses.

Continued on next page
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we want to do
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LUXEMBOURG IV

Jul Christophory gets to grips

with the Grand Duchy’s local lingo

Just a little

Letzebuergesch
as she is spoke

Duty trees foreign residents know ft is important to know the language

L
etzebuergesch is the

language of everyday
communication of Lux-

embourgers with each other.

Foreign observers have always
been at a loss to pigeon-hole

the one language really spoken

in Luxembourg by native
Luxembourgers-
At first sight, the country’s

linguistic situation seems to be
a curious cocktail of three

idioms mixed with a large for-

eign population - and influ-

enced by the pragmatism of its

inhabitants, much to the con-

fusion of many Luxembourgers
themselves.
Nowadays, when “Jos", “Pit”

or “Mich” dials a number, he
(or she) will first inquire
whether the person on the
other end of the line speaks
Letzebuergesch or not Half the
time, he/she will not - nearly

half of the working population
is foreign.

In Parliament, official

announcements are made in
French but most of the debates
are held in Letzebuergesch.
parliamentary documents
draft laws, as well as their pub-
lished texts, are also in French.
If they are destined for a wider
public circulation, they are
translated into German (and
increasingly, into Portuguese).
Most newspapers are written

in German, with some French
articles, mainly in the arts
section.

Government offices use
French as Ear as possible, but
are supposed to answer letters

in the language of the inquirer,

be it German, French or Letze-

buergesch.

In church, German is the
primary language.

In the courts, French Is the
dominant language. (Lawyers
who plead in Letzebuergesch
are still considered mavericks.)

In primary schools and in
the Junior classes of the lycfies,

German tends to be the lan-

guage of instruction - only to

be replaced by French as the
language of instruction for

middle school and senior
classes.
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Letzebuergesch will not nor-

mally be used for teaching
purposes, but teachers use it

for informal conversation —

and pnpil5 are always repri-

manded In Letzebuergesch.

Nobody would ever speak

French or German in public

unless addressing a foreign

guest.

However, in many a high

street, when ordering a beer in

a bar or inquiring in a shop,

you may wish to speak French
because nowadays most staff

come from France, Belgium or

PortugaL
This seemingly intractable

state of affairs is deeply rooted

in history.

Up to 1839 the Duchy’s terri-

tory was situated on the divid-

ing line of the Germanic and
Roman languages; it consisted

Novels and poetry are

written in it, films are

shot in it, local radio

thrives in rt, Asterix and
Tintin books for children

are translated into it

of two geographical parts: otw

French and one Germanic (that

is, Letzebuergesch) speaking
region.

When the French-speaking
region was incorporated into

neighbouring Belgium in 1839,

and Luxembourg was reduced
to its present size, bilingualism

still prevailed - with a strong

preference for French, espe-

cially among the educated
elites.

Letzebuergesch remained the

language of everyday commu-
nication. German (as in Swit-

zerland) was the written
expression of a dialect rooted

in peasant culture.

Increasingly, though, Luxem-
bourgers now consider Letze-

buergesch to have achieved the
status of a language per se. For
Letzebuergesch is alive and
well, spoken by almost 100 per
emit of the native population.

Novels and poetry are written
in it;, films are shot in it;

STERLING BOND
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Floated as an EC 'offictaT language, Letzebuergesch Is aBw and weO

Asterix and Tintin - beloved

heroes of children's stories -

are translated into it; local

radio broadcasting is thriving

in it Since last year there has

been a one-hour daily news
bulletin in Letzebuergesch on
television.

In a rapidly evolving Europe,

Letzebuergesch has become
Luxembourg's one real symbol
of national identity. This stems
from the the second world war.
A plebiscite was forced upon
the country by the occupying
forces; the Nazis implied that,

in answer to the question ask-

ing which language was spo-

ken, Luxembourgers should
specify German. When it

became dear that a whispering
campaign was spreading the

word that everyone should
specify “Letzebuergesch", the

Germans called off their

plebiscite.

Since that time - as a reflec-

tion of its weariness about
being bullied around by for-

eign powers - Letzebuergesch

has come to personify the Lux-
embourg spirit

What, then, is Letzebuer-

gesch like?

For linguists it is the west-

ern-most branch of Moselle
Franconian (Moselfrankiscb):

it originated with the invasion

of the Rhenish and North Sea
Franks who began to settle

around the river Moselle
during the 3rd century AD.
In layman's terms, this

means that its consonants are
roughly halfway between High
German and Dutch. Its vowels
are something else altogether.

And there are syntactical
particularities.

To regard Letzebuergesch
simply as a predominantly Ger-
manic dialect however, Is to

tell only half the story. Even in
its heyday - in the I5th
century, when a Luxembour-
ger sat an the throne of the
Holy Roman Empire - the
lands of the Dukes of Luxem-
bourg contained more French
than German speakers.
Luxembourg has therefore

always looked westwards, and
this is reflected in its vocabu-

lary (“d'fatelT: le fau.teu.il in
French: armchair), and in an
enormous number of verbs
ending in "-eiereu" (for exam-
ple: “proposeieren"), devised
whenever Luxembourgers need
a new word and do not want to

look to Germany to find it. For
most Luxembourgers, German
is as much a- foreign language

as French.
Thanks to its position as the

language of a sovereign state,

Letzebuergesch has managed
to avoid the decline suffered by

Official spelling had
already been introduced

in 1975, but most
Luxembourgers do not
really care - they go on

writing phonetically

other “little" languages of
Europe. By a law of 1984. it has
officially become Luxem-
bourg’s national language. (An
“official" spelling had already
been introduced in 1975 - but
most Luxembourgers do not
really care; they go on writing

phonetically.

Foreign residents in Luxem-
bourg know how important it

is to know the language - be it

only to catch bits of local
gossip at the village stores.
Language courses are thriving.
As a result of the sorry state of
Luxembourg demographics,
there may be fewer Luxem-
bourgers, but there is an ever-
increasing number of Letze-
buergesch speakers.

An important political party
has even considered whether
Letzebuergesch should be ele-
vated to the status of official

language for the European
Community - with the proviso
that Luxembourg itself would
refrain from insisting that it be
used as a working language,

But who knows?

Jul Christophory is head of
Luxembourg’s National Library

pii-rahath Wise investigates the

multi-lingual insurance sector

Life business has*

doubled in the

past year

iitt*

THB life insurance business

has doubled in the past year

and insurers are still arriving

in force to join firms from

Europe, Japan and the United

States.

If Dublin’s new status as an

insurance paradise causes

Luxembourg any worry, it

doesn't show. Business is

booming; says Mr Victor Rod,

director of Luxembourg’s
insurance commission, which

serves as regulator and super-

visor for 70 insurance compa-

nies and 185 reinsurers work-

ing in the country.

While the list of direct insur-

ance companies includes

well-known names - from Bel-

giurn's AssuBel to Switzer-

land's Winterthur - almost all

Dublin has been a

challenge ever since

Ireland cut its tax rate

to 10 per cent for

insurance firms coming
before 1994

fs«

the reinsurance operating in

Luxembourg are captives -

insurance wings of industrial

companies, banks or commer-
cial institutions set up to

insure themselves. “All our

names are big names". Mr Rod
says.

“There are a couple of Brit-

ish names extremely inter-

ested." he adds, but declines to

name them - hinting that he
is competing with Dublin.
Dublin has been a challenge

ever since Ireland cut its tax

rate to 10 per cent for insur-

ance firms which would set up
shop in Dublin’s docklands
before 1994 and employ at

least 10 workers. But the tax

break ends in 2004.

Mr Rod admits that the
Grand Duchy may have lost

some key prospective custom-
ers to toe Irish capital, and
Luxembourg applications have
waned slightly. But he says

that there is no serious threat

from Dublin, adding: “They
consider us much more as
competition than we do than”.
He feels the establishment of

Europe's single market has
secured Luxembourg’s posi-
tion on the insurance map. As
insurers seek to attract cus-
tomers around the European
continent, he predicts that
they wiD opt for a branch in
Luxembourg with a multilin-
gual staff able to market prod-
ucts in various countries.

“Try to sell a policy written
in English to a Frenchman,"
he challenges, arguing that a
single. Luxembourgeois sales
force can sell to clients in
France, Germany and Bel-
gium. fie says that some Brit-
ish insurers are considering
forming subsidiaries in Lux-
embourg, because marketing
to the rest of Europe might be
easier if it’s not “too British".
Insurers from several EC

states are forming joint ven-
tures to win business their
national regulations will not
allow - or simply to win a
aot-so-domestic Image palat-
able to foreign customers, Mr
Rod says. “They could do it

from France or from Germany.
But they prefer a neutral
base".

Life insurance business in
Luxembourg grew by 148 per
cent in a single year, Mr Sod.
claims, as a result of the estab-
lishment of new, pan-Euro-
pean companies which use the
(EC) free movement of services
to serve clients in several
countries. Life insurance pre-
mium income rose to
LFri4.6bn in 1992 from
LFr5.9bn francs a year earlier.
Mr Rod predicts another dou-
bling in 1993, and “dramatic

increases in the coming

years". Non-Gfe insurers took

in LFrl9-5bn francs last year.

He also says that ihe new

ventures are bringing new
products to the market. Brit-

ish-style. high-yield BSTES, or

investment fund linked poli-

cies, are finding their way on

to the continent.

“There is a healthy mix
which could give some inter-

esting cross ideas," says Mr
Tim Yeates, managing director

of the Luxembourg branch of

UnJsom Management, a com-

pany managing some 400 rein-

surance companies worldwide.

The tradition of discretion in

hanking also applies to insur-

ance companies, and insurers

benefit - just as banks do -

from the absence of withhold-

ing tax. -
But entering Luxembourg’s

insurance market costs more

than in other choice spots. The
minimum capital is LFr50m,

10 times what it costs to set up

in Bermuda. And management
most be domiciled in the

Grand Duchy in order to avoid

what Mr Rod calls “letterbox"

business.

Insurers come undo- Luxem-
bourg’s 39 per cent tax

bracket, bnt they may put

nearly all their profits into tax 'j

deductable “reserves", or

savings for eventual payments

in case of catastrophe. Taxable

income, therefore, is next to

nothing. “It’s much more a tax^
holiday than a tax freedom,”

Mr Rod explains. Any reserves

remaining when the insurance

policy expires, are taxed.

Insurance companies held

LFr65bn in investments in

Luxembourg last year, up
from LFr4Sbn in deposits in

1991. Reinsurance firms had
LFrl20bn worth of reserves
deposted in 1991.

The drawback of patting
profits into reserves is that

firms may not dip into profits

to pay dividends. Mr Rod
admits that companies want-

ing quick returns might be
better served in Dublin, where
firms see their profits each
year.

Bnt reserves keep companies
from closing under the weight
of catastrophe payments, he
says, adding: “Those compa-

'Those companies which :

really are confronted with ffSpt
catastrophic exposure in

the long run have every

interest in coming to

Luxembourg’

nies which really are con-
fronted with catastrophic
exposure in the long run have
every interest in coming to
Luxembourg."
Luxembourg has an interest

in getting those companies,
too. Insurance, maritiniP and
stock exchange structures
were set up to expand the
financial centre. Banks here
“get a big share of these

.

investments” made by insur-
ers. and because nearly two.
thirds of premium Income is

ploughed into bonds, the busi-
ness is also good for Luxem-
bourg's stock exchange.
Luxembourg may not win a

reputation as an insurance
capital, says Mr Rod. “The
insurance community- wiD
never be as important as the
banking community, but it’s

growing, and it's growing very
fast".

As for the Dublin challenge,
Mr Yeates says that insurance
services offered by the two
cities need not detract from
one another - and may be
complementary. As for Mr
Rod, he feels his country's
position in the field is secure.
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The EIB lends and borrows big
c 2. ..Continued from previous page

At the latest count, some 30
banks are positively committed
to subscribing to the target of
30 per cent of the subscribed

capital of Ecus 2bn, with the
rest supplied by the European
Commission and the EIB itself.

There is. however, another
explanation for the EIB’s
higher profile.

The EIB’s shareholders - the
12 EC member states - have
been less willing to fund new
infrastructure projects directly.

With growing budget deficits

and increasing pressure to
meet the Maastricht treaty’s

convergence criteria, the
emphasis is on fiscal con-
straint.

“We looked around and the
EIB was the obvious source of
capital," says one European
Commission official

The challenge Is to ensure
that his newly enlarged portfo-
lio fits into the Bank’s core

business: the promotion of
greater economic cohesion in
the EC, mainly through high-
quality loans and underwriting
capacity. These are still based
on a triple A credit rating,
which Sir Brian describes as
the bank’s most precious asset
Ten years ago, the only coun-

try outside the EC in which the
EIB was involved was Yugo-
slavia. Today it lends to Afri-
can, Caribbean and Pacific
countries (AGP), as well as to
Latin America. Asia and,
increasingly, eastern Europe.
The EIB has also arranged a
lending programme for the Bal-
tic states - its first move into
the former Soviet Union.
Lending outside the EC area

still accounts for only about 5
per cent of the total loan port-
folio. But it comes amid a sig-

nificant expansion in the EIB’s
overall activities. Between 1983
and 1992, lending has risen
from Ecu 6bn to Ecu 17bn_ This
year it could exceed Ecu 20b.

Sir Brian Unwin: forceful new
President at the B0

As Sir Brian pointed out in

stoX^ed
bt

0̂
l^-

whfoh
one ***** of the steff“ neariy 800 strong'

works on less than 10
of the EBB’S lending

0

words, while lending h2increased by 80 per celt ovS

the past five years, staff num-
bers grew by only 12 per cant
And the bank, says Sir Brian,
already has a formidable
amount of business on its
plate.

It faces a tricky diplomatic
task in relations with other EC
g?encies such as the European

.

f°r Reconstruction ynd
Development (EBRD) and the
European Commission; each
has its own ideas on how best
to promote the integration of
Eitfope, east and west
But Sir Brian, who him-

setf "a lot of a European”, has
po intention of “going native”
hke some of his fellow country-
toraLon the continent There is
a strong practical edge to Us
character. coupled with a hard-
headed optimism about the
future prospects of the EC.

^ .

13 a man committed to
ma™fr the Community's often
unwieldy institutions work.

Lionel Barber
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LONDON STOCK EXCHANGE

Equities continue to hit new peaks
By Steve Thompson

UK SHARE prices resumed
yesterday.

hSL?**™!* 100 Ind«bursting through into new ter-
ritory and reaching fresh intra-
day and dosing peaks.

^est upsurge was
fuelJed by encouraging eco-nomic news, plus another gen-
eral advance by European
bourses after Germany eased
its money rate lower In the
wake of satisfactory money
supply data.
Adding to a very confident

mood around the equity mar-
ket was the exceptionally
strong performance of
gilt-edged stocks after news
that there will be no gilts auc-
tion in November, which some
market strategists said would
release something like £3bn
worth of institutional cash oth-
erwise earmarked for gilts.
Dealers said the market had

been gripped by the improved
chances of a series of European
interest rate cuts, possibly
starting today when the Bund-
esbank council meets to con-
sider monetary policy in the
wake of the money supply fig.
ures for September.
The trading session in Lon-

don was featured by a sharp
Increase in the number of trad-
ing programmes and basket
trades being executed by the
big securities houses. A large
programme trade carried out
by one of the big UK houses

was said to have been behind
Tuesday’s fall In UK share
Prices, but yesterday saw a
Uurry of buy programmes, and
a significant amount of basket
trading, where dealers arbi-
trage between the Footsie
future and cash market
Share prices began the day

on a cautious note, with deal-
ers marking the leaders lower
after the largely uninspiring
performance of Wall Street

overnight and concern over the
day's economic news.

But buyers quickly moved
into the marketplace, gaining
the upper hand and driving
shares higher. They first made
their presence felt in the
futures market and the effects

quickly filtered through into
the cash market, where the
FT-SE ioo saw an initial loss of
around five points transformed
into a 20-point plus rise in mld-

moruing, after the September
retail sales and money supply
news had been digested.

A dull start by Wall Street

caused few problems for Lon-
don and the FT-SE LOO, having
reached an intraday high of

3.L5&9, settled a net 26.7 stron-

ger at 3456.3. The FT-SE Mid
260 dosed 203 up at 3507.1.

Turnover expanded rapidly
throughout the session, even-

tually reaching 744.1m shares.

TRADING VOLUME IN MAJOR STOCKS
Mstn QoHng By>
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Lasmo
under
pressure
STRONG speculation
regarding board changes at
iAsmo, the Independent oil

exploration group, left the
shares trailing the market yes-
terday. They finished a turbu-
lent session off 3ft at I37ftp,

after 136p, as the company
denied that the finance direc-

tor was about to resign. A com-
pany spokesman said: "There
is no truth at all in the story.”

The rumour of the departure

of Mr Michael Pavia as Lasmo
finance chief Is said to have
rumbled in market circuits for

some time, but it was yester-

day boosted by provincial bro-

kers.. Some market watchers
have dismissed the revival of
the speculation as an effort to
head off a good performance In
the shares.

One industry watcher said

that the resignation of Mr
Pavia would not be surprising

and that the finance director

was one of a couple oftop exec-

utives seen as vulnerable
Lasmo's acquisition of Ultra-

mar in late 199L Although he
added: “it would be a bit of a
retrospective action."

Market talk in the summer
that Mr John Walmsley, the

former finance director of

Enterprise Oil, could be
attracted to such a position at

'

Lasmo was given a new lease

of life. Trading in Lasmo stock

was above average at 5m.

WH Smith strong
With the executive changes

at W.H. Smith largely dis-

counted prior to yesterday's

agm , the probability of a share

restructuring became the main
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with non-FootsIe stocks
accounting for around 62 per

cent of that totaL The value of

customer business transacted
in London on Tuesday was a
hefty £1.7bn, well ahead of

usual levels and an indicator

that the big institutions had
continued as aggressive pur-
chasers of UK stocks.

The widely held view among
many senior traders in London
Is that the Footsie could still

have considerable upside, pos-

sibly to 3,250. in the short
term. “You cannot ignore the
weight of money, but perhaps
now might be the time to start

to lock in profits,” said one of

the leading marketmakers at a
UK house. Another was con-
cerned that some of the
"short-term US money” may
move on to other European
markets. But all agreed that
the big UK institutions saw no
reason to pick the top of the

market
Mr Nidt Knight, strategist at

Nomura and one of the mar-
ket’s biggest bulls, reaffirmed
his message yesterday: ”3,500

here we come.”

Baaatf cwflw utaMkiw far a aueefian of Alpha tanaWw cfaak Vmqh ta SEAQ fantam wutunJuy lad 4jgpm. Trade* ot one mtan or more amMnded dewn. tWwn ai FT-SE 100 fata aoneOtanL

Account Dealing Dates

-Rrat Dtatifla.-

Oet

«

oa 18 Hot 1

Oprioa DecfandtonK
Ort 14 Oet 28 Nov 11

La*t Deafarac
OH IS OH 29 Nov 12

Account Day;
Oa 25 Now 8 Nov 22

focus of investor interest. The
high-voting “B" shares imme-
diately jumped to a hefty pre-

mium, with analysts reporting
guarded comments from Smith
directors to the effect that the
dual structure will probably be
reformed once the “B" shares

regain a healthy premium to

the “A* stock.

'Hie “B”s have five times the

voting rights of the “A”s, with

both prices generally reflecting

this gap. However, the board
hints over the

uB”s sent the
tightly traded category -

which has large tranches held

by directors and family -
sharply forward, closing 6
ahead at 98p. The “A"s added 9
at 47%>. Stores specialists said

the retirement of Sir Simon
Hornby and the top-level

reshuffle that will follow is

unlikely to have any effect on
the Smith management style.

Guinness firm
International drinks group

Guinness was once again the

focus of attention as NatWest
Securities launched a £l00m
warrant, which gives investors

the chance to buy the underly-

ing ordinary shares. The move
will go some way to shoring up
investor confidence in the
stock, which has recently been
undermined by a series of neg-

ative stories.

Since its poor set of results

last month, the shares have
slumped 22 per cent on a raft

of bearish rumours. Many of

these have concerned Guin-
ness’s relationship with
LVMH. with speculation rife

that a restructuring is likely to

the companies’ 24 per cent
cross-holding. Talk of execu-

tive changes was last week
rewarded with the departure of

the head of United Dlstffiers.

Yesterday, old talk of an
LVMH rights offer was
matched with rumours of a
£400m Guinness bond issue.

However, NatWest said yes-

terday that it believed that

Guinness represented "the best

long-term growth stock in the

drinks sector”, and that the

warrant had been driven by
"strong customer demand".

Profits upgradings after a
better than expected set of full-

year figures from aerospace

and medical products group

Smiths Industries drove the

stock sharply forward to

record one of the day's biggest

advances in. the market.
The shares dosed 39 ahead

at 394p on active trading of

33m. after Smiths reported a

rise in profits from £102.2m to

£l04.6m, against market predic-

tions erf around £99m.

Strauss Turnbull raised its

current year forecast by £5m to

£110m, although many are pre-

dicting profits for this year of

£lL5xn. Mr Mustapha Omar at

Williams de Brae, a long-time

bull of the stock, is sticking to

his forecast at the top end of

the range at £119m.

He said: "Even after today’s

share price move, Smiths’

price/earnings ratio for the cur-

rent year is still at a discount

to the market There is scope

for a cyclical bounce in earn-

ings in the industrial division

which will benefit profits."

A clutch of recommendations

FT-A All-Share index

TUmowrW vofun*GnfcrJ
BcckxftTff Mrarmarket
butkWBs eod owneaBtitnMer

1,000 *

lifted Commercial Union, the

shares advancing 11 to 636p.

Brokers at Credit Lyonnais
Laing were said to be positive

on the stock, as are those at

Smith New Court Mr Steven
Bird at Smith believes "the
market continues to under-
value its life operations and it

has yield attractions as well”.

The market trend helped to

produce a bounce in the rest of
die composites. General Acci-

dent put on 6 at 713p, while
Royal Insurance finished 4
ahead at 323p, Sun Alliance

I
prinpfl 5 at 384p and Guardian
Royal Exchange moved for-

ward 5 to 216p.

Sentiment began to

strengthen around BP, and US
buyers were reported to be
active again in the stock.

Klainwort Benson also added
their voice to the BP support

with a buy note. The shares

climbed 6 to 339ftp.

Burmah Castrol moved
ahead forcefully in a generally

upbeat oil sector. The shares

added 15 at 775p a day after the

announcement by BZW of an
auction of just over lm of the

shares from the company’s
recent enhanced scrip divi-

dend.
Second line oil stocks again

proved popular. Enterprise Oil

firmed 4 to 503p and Hardy Oil

put an 4 at 180p. Premier Con-
solidated Oilfields ended 2 up
at 24%p on exploration news.
Shell Transport went against

the sector trend and lost 2 to
706p. In Klelnworfs buy advice
on BP it had urged a hold posi-

tion on ShelL
The strong market trend

helped international conglom-
erate BTR overcome a reported

profits downgrade from agency
broker James CapeL However,
it was said to have remained
positive on the stock. The
shares hardened 4 to 366p in

strong business of 7m.
Yield buyers were seen for

international group Hanson,
helping the shares rise 4 to

273p in trade of Urn.
Bank of Scotland appreci-

ated 6 to 192p after Kleinwort
Benson advised investors to
buy the stock. Analysts at the
securities house believe its

"growth potential has been
underestimated by the mar-
ket”.

Further profit-taking in Stan-

dard Chartered saw the shares

relinquish 14 to 1004p. Bargain
hunters on the back of the
strong market trend brought a
bounce to National Westmin-
ster shares, 3 higher at 562p,

and Barclays, which gained 4
to 562p.

BTs drive forward contin-

ued, with Hoare Govett voicing

its enthusiasm in the wake of
news of the group's move into
the potentially lucrative video
market The shares added 8 at
472p. Profit-taking continued in

Cable and Wireless, off 4 at

94%>. and Vodafone, down 14 at
546p, with Lehman Brothers
said to have downgraded prof-

its expectations.

There was lumpy turnover in

Scottish Power, up 7 at 4l0p,

which reached 8.8m by the
close.

Stores responded well to the

latest retail sales figures and
continued hops of an interest

rate cut Argos rose 5 to 349p.

Body Shop 5 to 205p, Dixons 4
to 28lp, Kingfisher 5 to 647p,

Next 6 to 195p and Storehouse
2 to 206p. Marks and Spencer
received an additional boost
from a Goldman Sachs
upgrade, climbing 6 to 406p.

Engineering group FKI
bounced 4 to 173p after Nat-
West Securities came out with
a favourable note Following the

recent analysts' visit to the
company’s US operation.

NatWest said: "The group's

ability to improve margins,
generate a substantial amount
of cash, and effectively rede-

ploy that cash into bolt-on
acquisitions . . . means that
we remain convinced that
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EQUITY FUTURES AND OPTIONS TRADING

STRENGTH returned to the

Footsie futures yesterday, with

trading sending the December

contract upwards far

the session, writes Christine

Buckley. ,

It opened a point up from

the previous day’s close at

3,149 and pushed mi with a

rally that gained momentum

until It touched 3,183 at mid-

day.

Traders were mainly in a

positive mind with their sights

set again on anticipated inter-

est rate cuts. The retail sales

figures farther buoyed their

optimism.

After lunch there was a

small change of fortune,

mainly triggered by selling

from independent traders

wishing to send the contract

lower. But with most investors

resisting similar action,it

showed little signs of a
downward intention. The
independents then tried to

recoup losses and began buy-

ing the contract

December finished at 3,177 -

a gate of 28 on the day and
just over 5 points ahead of

its fair value premium to the

cash market which stands at

about 15 points.

Volume was 9,149 - slightly

above the average for recent

sessions.

Traded options again saw a
significant amount of action in

the index options as traders

hedge in anticipation of next
month’s Budget Of tire total of

35,965 lots dealt in traded
options, 11,850 were in the
FT-SE 100 option and 5,063 in

the Euro FT-SE,

there is scope for further
outperformance over the long
term."

The announcement by Well-
come of test results for its anti-

viral drug Valaciclovir saw the

shares rise lift to 786ftp.

A negative note from Gold-
man Sachs was said to have
undermined Granada Group,
which slipped back 6 to 482p.

Bass, up 5 at 481p. was
helped by repents of NatWest
Securities moving from nega-
tive to neutral on the stock.

ICI retreated 18 to 709p in

moderate volume of 1.8m, with
James Capel reaffirming its

negative stance.

MARKET REPORTERS:
Joel Kfoazo,

Christopher Price,

Christine Buckley.
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CROSSWORD
No.8,285 Set by HIGHLANDER

ACROSS
I Sleepy left and the cigar
went off (9)

6 Authentic married state (6)

9 Go alow on land but not in
water (6)

10 Of necessity, they say, uses
hands to press mould (5,4)

11 Carried oat after demo-
cratic leader is attacked (10)

12 Starts to find excuses to
exploit garden party (4)

14 Waking up from topless
drinking spree (7)

15 One travels to old Sume-
rian city first (7)

17 Needed for metabolism:
after six In the morning can
set outside (7)

19 What's in National Gallery
Is article made by skilled

worker (7)

20 Lots of paper about before
midday (4)

32 Deterioration produces it,

which involves politician
and RAF (10)

25 Do needlework m brand
outside - Dior perhaps? (9)

26 Heads every year, take
place over (9

27 The old people in Arabia (5)

28 Literary collections pad
income out (9)

3

DOWN
Clear leaders of London
underground investigating
team (5)
Vehicles ran on time to

game (9)

Everything identical? Nev-
ertheless It's immaterial
(33.4)

4 Regular soldier in charge of
troops (7)

5 Fine name for several pon-
tiffs (7)

6 Flower climbed out of bed
(4)

7 To provide entertainment
one needs a source of inspi-

ration (5)

Decrepit relative hasn’t fin-

ished with a round figure

(45)
Thrown by Comic Cuts and
repaid in funny manner?
(7,3)

14 Lady is crazy about poetry

in a detrimental way (9)

16 Closely examined what
Morse did (9)

18 Travelling in coma, wan-
dering about Germany (7)

19 Replaced letters by two
articles on weight (7)

21 A. LongboHorn's collection

of recordings (5)

23 Plan for saving Hardy girl

has one (S)

24 Sound of disapproval con-
fronts new benefit (4)

8

13
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FOREIGN EXCHANGE

DM suffers further weakness
FINANCIAL FUTURES AND OPTIONS

THE D-MARK fell against the

dollar and was under pressure

against several European cur-

rencies yesterday, in spite of
signals which diverted atten-

tion away from rate cut hopes
and. consequently, should have
helped the currency, mites
Peter John,

Initially, German data gave
some lift to the D-Mark. M3
money supply growth came in

at 7 per cent for September
against 13 per cent the previ-

ous month but still above the
market consensus of 6.9 per
cent As the Bundesbank has

said it would not cut rates
unless money supply was on
target the slightly higher fig-

ure saw the currency pick up
by more than half a pfennig on
its close in New York.
Then, the weekly securities

repurchase was carried out
with the lower level only
reaching 6.77 per cent There
bad been hopes that the Bund-
esbank would accept bids as
low as 6.65 per cent from the

commercial banks and the
higher figure was seen as
dampening hopes of easier
rates. The market ignored a
higher than anticipated injec-

tion of liquidity.

However, this coincided with
a large sale of D-Marks for dol-

lars. believed to have come

£ IN NEW YORK

from a German corporation.

That sell order set the tone of

the day and ensured that the

US currency rose above
DM1.65. through Its recent

trading range.

There was a flurry of excite-

ment that the dollar, further

boosted by Tuesday's encour-

aging figures on bousing, had
achieved a 'chart break-out’.

But, Mr Avinash Persaud an
economist with J.P. Morgan,
reflected the considered view

when he said; “It was a rally

largely built on sand."

By the end of the day the

D-Mark had recovered to

DM1.6450 to the dollar, still

down on. the previous Euro-
pean close of DM1.6370.

The early fall in the D-Mark
gave some respite for the belea-

guered French and Belgian
francs yesterday although any
doubts on a German rate cut

are bound to spill over into the
franc economies which desper-
ately need earner monetary pol-

icy to stimulate growth.

The Belgian currency

reached BFr21.784 to the

D-Mark at best but worries

over the social pact on wages

and jobs were not dispelled by

details released on Tuesday

and the currency slipped back

later to close at BFr2I.86,
down

from BFr21.82. the French

franc rallied to FFr3.5285 to the

D-Mark but closed at FFr3.5350,

down from 3.5320.

Sterling received a boost

from stronger retail sales fig-

ures than the market had fore-

cast A rise of 0.5 per cent in

the sales volume for September

helped the pound against sev-

eral currencies, although the

three-quarter pfennig rise

against the D-Mark to DM2.45

was largely a manifestation of

a weaker German currency.
The pound rallied from a low
of $1.4850 to the dollar to $1.49,

against $1.4920 previously. The
sterling exchange rate index,

which measures the pound
against a basket of leading cur-

rencies rose from 79.7 to 79.9.
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ia? 237990 - 339060 238880 - 238750 5-7Sra*3 -332 17-19* -3.02
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19720 10765

11.4950- 113010
1.4410 - 1.4580
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B4.42 9481 -005 94.43 94.28
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U.S Dofar
Canadian OoBar ...

Austrian SdilBng .

Beigten Franc
Danish Krone ......

799
65.8
91.2
115.4
110.1
nai
1269
114.9
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nnrard uwterts red *am& apply to Ok US dtsar and im to Ore todriiM eunoncy.

EURO-CURRENCY INTEREST RATES

C109S Low Prev.

Dec 9206 9295 9298
Mar 83.77 93.86 93.78 93.80
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Already OMLX, The London

Sccuritua and Cterivativcs Exchaiw.

is opening up new opporttinicics

for investors.

Today, it's pure of the 4rh-btgest

i^v'CY derivatives martceX in Europe.

Tomomiw, ns electronic access

is provided ro a growing range of

international equity derivatives, ic

will become a centra) part of yutir

risk- management programme.

innovative, liquid, and driven by

the needs of its customers, the

OMLX exchange trades through

the advanced, user-friendly Click

electronic dealing system - which

can be quickly and effectively

MONEY MARKETS

Short sterling stronger
FT LONDON INTERBANK FIXING

(1120 am. Oct 20) 3 mentoe US fttom

ted 3‘* otter 3H

inhsrated with tnembco
1

cwm trading,

analytical and back-office systems.

For mure derails and a list of

participating brokers, please write

to Gabricb Swiader at the OMLX

exchange, 107 Cannon Street, London

EC4N SAD, or call 071-283 0678.

After all, there's no time like

the present.
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EXCHANGE

SHORT sterling yesterday
shrugged off any implications,

from a bigger than expected
rise in retail sales, that base
rates might not have to fail.

writes Peter Jo/m.
The futures contract for

December delivery concen-
trated on the view that an
improvement in economic
growth would make a tax hike

at the budget more likely.

Economists expect any
increase in taxes to be cush-

ioned by easier rates.

December futures hit a high
of 94.68 yesterday and closed

two basis points firmer on the
day at 94.62. The closer the

price gets to 100 the more it

discounts lower three-month
lending and base rates.

UK clearing bank base lendbig rate

6 percent

January 2B. 1993

Gains in the UK were at odds

with the performance of the

principal short-term interest

rate futures contracts for

continental Europe. The
D-Mark contract for December
slipped 0.7 point to 93.74 as

German securities repurchase

operations saw bids from the

banks accepted at 6.77 per cent

at the lowest level rather than

6.75 per cent as hoped.

Also, the latest German
money supply data came in

slightly higher than expected

and dampened hopes of an

imminent cut in key German
interest rates.

A German cut is seen as the
spark which will set oft a
general trend of much-needed
interest rate reductions,
particularly in Prance. The
French three-month contract
was also weaker yesterday
closing 0.7 lower at 93.47.

Operations in the UK money
markets returned to a more
comfortable level yesterday as
a forecast liquidity shortage of
£1.75bn was more or less dealt

with at the earliest
opportunity.

Among the main factors
affecting the shortage, which
was later revised down
S1.7bn, were the take-up
Treasury Bills and
maturing in official

which drained £1.171bn from
the system, bills for repurchase
by the market which took out
£23im, and Exchequer
transactions, which drained
£95m. A rise in note circulation
took up another £125m while
bankers balances below target
removed £l05m.
The Bank provided £1453bn

of bills at 5g per cent for resale
to the market an November 9
and 10. It provided a further
£7$m of assistance at midday,
via band one hank bills at the
established 5% per emit rate.

Finally, the Bank provided
£i06m in the afternoon, via
bills at 5% per cent, bringing
total help to £l.7l4bn.
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AMERICA

Compaq and Digital

send mixed messages
Wall Street

US share prices traded in a

narrow range either side of

opening values yesterday
morning as the equity markets
continued to digest the latest

third quarter corporate earn-

ings news, writes Patrick

Haruerson in New York.

At 1 pm, the Dow Jones
Industrial Average was up 2.52

at 3,637.84. The more broadly

based Standard & Poor's 500
was 0.93 lower at 465.28, while

the Amex composite was up
0.45 at 476.55, and the Nasdaq
composite up 0.09 at 768.80.

Trading volume on the NYSE
was 175m shares by 1 pm.
After several weeks of steady

gains, and two days of heavy
profit-taking, the markets
appear to be at a crossroads.

Yet, in the absence of fresh

economic news, equity inves-

tors struggled to find a new
direction yesterday. The bond
market was in solid form - the
yield on the benchmark 30-year

bond has dropped to 5.821 per
cent - but it failed to provide

stocks with much support.

Consequently, trading was
uninspired and prices hovered
around opening values
throughout the morning. Over-

night strength in foreign mar-
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kets was largely ignored, and
investors' attention was pri-

marily fixed upon the latest

batch of quarterly results.

Among those reporting yes-

terday were two big technology

companies, Digital Equipment
and Compaq. The former
announced a wider than expec-

ted quarterly loss, driving its

shares down $1 to $35%. Com-
paq, however, outdid analysts*

forecasts with its own profits

announcement, and its shares

climbed $1% to $64.

AMR, parent of American
Airlines, rose $% to $67% after

the group reported net income
of $1.33 a share, a strong recov-

ery from the $1.32 a share loss

incurred at the «ttip stage a
year ago. USAir, however,
eased $'A to $13“/* as investors
were left unimpressed by its

third quarter loss of $178m.
Bank stocks, hard hit by

profit-taking and concerns
about lower lending rates cut-

ting into profit margins,
rebounded handsomely. Citi-

corp rose $1% to $367%. JP
Morgan added SI’/* at $73%,
Wells Fargo firmed $1% to

$120% and Chemical put on $Va

at $41%. BankAmerica eased
$% to $42% after reporting flat

third quarter earnings.
Tobacco stocks were flat to

weaker, undermined by reports

SOUTH AFRICA
GOLD stocks were in focus as

the price of bullion climbed
above $370 an ounce. The
golds index rose 21, or 1.2 per

cent, to 1,771, while industri-

als shed 8 to 4,511. The overall

index lost 6 to 3,910. De Beers
eased 50 cents to R85.

Nikkei resumes advance
as region consolidates
Tokyo

INDEX-LINKED buying by
arbitrageurs and purchases of
large-capital stocks by public
funds lifted share prices, and
the Nikkei average closed mod-
erately higher, writes Emiko
Terazono in Tokyo.
The 225-issue average gained

103.51 at 20,173.42. having
opened at the day’s low of

20,054.21 before rising to the
high for the session of 20,221.72

in late morning trading.

Volume amounted to 224m
shares, against 206m. Traders
said investors would remain
quiet until Prime Minister
Morihiro Hosokawa’s political

reform bill passed through par-

liament. "Once the bill is

approved, the government will

be able to concentrate on mea-
sures to boost the economy,"
said one Japanese broker.

Overall falls retained a nar-

row lead over advances by 494

to 483, with 195 issues

unchanged, but the Topix
index of all first section stocks

rose 3.40 to 1,647.86. In London
the ISE/Nikkei 50 index put on
0.73 at L286.54.

Dealers said the Nikkei index
has been stunted for the past
few weeks due to selling by
corporate investors, with
small-lot buying support oiily

coming from public fends and
arbitrageurs. Mr Yasuo Ueki at

Nikko Securities said: “Compa-
nies are expected to sell about
Yl.OOObn during the remainder
of the fiscal year to March."
Among the large-capital

stocks. Nippon Steel, the day’s
most active issue, firmed Y1 to

Y332 and Mitsubishi Heavy
Industries gained Y4 at Y679.

High-technology exporters
were bought as beneficiaries of

the yen’s recent easing against

the dollar. Sony advanced Y70
to Y4.830 and Matsushita Elec-

tric Industrial Y10 to Y1.5I0.

Heiwa, the pachinko pinball
mar-hint* maker listed on the

second section which is cur-
rently under police investiga-

tion, fell Y500 to Y3.450. Other
leisure-related stocks were also
weak, with Sega Enterprises
down Y120 to Y9/750.

Telecom linked shares con-
tinued to sag on profit-taking.

Nippon Telegraph and Tele-
phone slipped Y10.000 to

Y884.000, and Fujitsu was off

Y2 at Y661.

Railway linked stocks ware
higher ahead of the listing of

East Japan Railway next Tues-
day. Nippon Signal rose Y40 to

Y1,550 and Keihin Electric
Express Railway Y18 to Y753.

In Osaka, the OSE average
receded 43.83 to 22,156.12 in vol-

ume of 20.3m shares.

Roundup

MANY of the Pacific Rim mar-
kets continued to consolidate.

HONG KONG finished mod-
estly ahead after a session that

had seen the Hang Seng index

swing between a 120-point defi-

cit and a 100-point gain. The
index finished 41.39 higher at

8,902.80 in turnover that
shrank to HK$7.29bn from
Tuesday’s HK$955biL
Mr Michael Paterson of Asia

Equity commented that blue
chips had been overbought and
the market was broadening out

into second liners and deriva-

tive instruments which had
been left behind in the recent

bull run. He thought that the

current correction was very
healthy, adding that he did not
see the index moving upwards
very far from its current level

for the time being.

HSBC, which topped the
actives list, was down 50 cents
at HK$S7, after slipping to a
low of HK$86 following news of

a provision for its Samuel
Montagu unlL
AUSTRALIA pulled back to

close weaker as profits were
booked for the second consecu-

tive day, and the All Ordi-

naries index finished 23.8 lower
at 2,051.7 in turnover of
AS412^m.
The All Industrials index fell

35.7 to 3.179.6 and the All

Resources 14.8 to 1,190.1. BHP
ended 22 cents cheaper at
A$17.40, while News Corp
retreated 40 cents, or 3.4 per
cent, to AI11.2&
SEOUL was lower in contin-

ued reaction to recent
advances, but renewed interest

in some shares with low price-

to-book ratios neutralised
much of an early decline. The
composite stock index lost a
net 2.61 at 738.63 in turnover of

Won564.45bn.

TAIWAN saw late selling

after a minor technical rally

and the weighted index ended
11.86 off at 2,958.32 in turnover

that fell to T$19-52bn.

SINGAPORE was easier on
profit-taking, with sell-offs in

selected index shares and some
speculative issues dragging the

market lower. The Straits

Times Industrial index closed

12.42 down at 2.095.84, near the
day’s low of 2,093.07.

NEW ZEALAND lost ground,
the NZSE-Capital index shed-

ding 1151 to 2,060.25. Telecom,
still suffering from Merrill
Lynch’s change of recommen-
dation on the stock, declined 7
cents to NZS4J2&
MANILA, however, resumed

its climb after Tuesday's
respite, and the composite
index appreciated 46.79 to a
record 2205.78.

KARACHI kept up its for-

ward momentum with a gain
in the KSE-100 index of 28.14 to

L478.57, writes Farhan Bokhan
in Islamabad. The market was
helped by the victory of Ms
Benazir Bhutto's PPP party in

forming the government in the
Punjab, Pakistan's largest and
wealthiest province.

Frankfurt, Zurich back at record highs
o oft 4- UT f

that President Bill Clinton has

decided upon a 75 cents-a-pack

increase in the cigarette tax.

Philip Morris eased $1 to $51%,

American Brands gave up $%
at $33% and RJR Nabsico was

unchanged at $5.

On the Nasdaq market.

Microsoft rose initially, then

fell back to stand $% lower at

$79% as investors nervously

awaited the its third quarter

results, which were due out

after the close.

Canada

TORONTO edged ahead in

midday trading as strong gold

issues continued to prop up
declines in most other indices.

The TSE-300 composite index

was up 4.62 to 4,179.30 in trade

of 4l.2m shares valued at

C$473m. Declining issues

slipped past advances 309 to

298. with 302 issues holding
steady.

A mixture of performances

were seen yesterday, writes

Our Markets Staff.

FRANKFURT turned forward

once again to set a new record

close following the release of

satisfactory M3 data and a

slight easing in the repo rate.

Nevertheless, the market is not

anticipating a cut in the dis-

count rate at the regular meet-

ing of the Buba council today,

believing that the bank will

wait for the release of inflation

data before committing itself,

perhaps on November 4.

The DAX index added 15.80

to 2,042.56. Turnover was
DM9.8bn.

Daimler was DM3 stronger at

DM743 by the close, with news

that Deutsche Aerospace
planned to make substantial

job cuts by 1996 coming in the

after market
ZURICH returned to record

breaking territory after Tues-
day's brief consolidation and
the SMI index added 7.7 to

2,668.4 in active trading.

Nestle, benefiting from the

strength of the dollar, contin-

ued its advance, adding SFr9 to

SFrl,183 in active trading.

PARIS was beset by techni-

cal problems during the ses-

sion and the CAC-40 index
closed just 2.36 ahead at
2J49.68.

News that Cap-Gemini, Char-
geurs and Club Med were to be
dropped from the index from
November 17 depressed their
prices: falling respectively by
FFr13.40, FFr52 and FFr26 to
FFr185.10, FFr1445 and FFr358.
The replacements, BNP, CLF

and Promodes, gafriWi FFr180.
FFrl5.50 and FFr60 to
FFr278.90, FFr439.50 and
FFr1,010.

MILAN remained preoccu-
pied with Fiat although
renewed interest emerged in
the broader market and the
Comit index edged 0.69 lower
to 58825.
Arbitrage trade between the

shares and rights left Fiat L12
lower at L3.850.
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AMSTERDAM enjoyed
BCI rose L27 to IA522 and

Credito Italiano eased L14 to

L23OI as analysts awaited clar-

ification of comments by the

prime minister that a 3 per

cent shareholder limit after the

hanks were privatised did not

exclude the forming of “hard

core" shareholder blocks. He
added that investors wanting

to taka such positions would

have to pay a premium for

their stakes.

Speculative buying took
Montedison L15.70 higher to

L854.60 in heavy volume of

10.9m shares.

another record breaking day

with the CBS Tendency index

finishing up 1.4 or 1 per cent at

133.9.

KLM strengthened on US
buying with the shares adding

F1L70 to FI 42.50. The publish-

ing sector was also firmer,

with Elsevier up FI 2.70 to

FI 149.20. helped by news that

the UK had cleared its pur-

chase of the Official Airlines

guide. vTNU rising FI 3.20 to

FI 145.80 and Wolters Kluwer

up FI 2.00 to FI 106.50.

Akzo was one of the day’s

losers, down FI 2.80 at FI

STOCKHOLM was pulled

lower by Ericsson and Volvo.

The AffarsvSrlden general

index closed down 11.5 at

1,385-5-

Ericssoa shed SKrl7 to

SKr440 while Volvo slipped

SKrlG to SKM13 following Its

announcement of details of Us

buy-out for BCP. Procardia lost

SKriJ to SKr230.

MADRID finished near its

highs for the day. lifted by an

easing of one-year treasury

bond yields, and the general

index rose 2.93 to 303.1. Endesa -

added PtalSO to Pta6.0Q0 injfc

response to the company’s”
forecast on Tuesday that group -

profit would rise by 5-10 per

cent in 1993.

COPENHAGEN climbed to a

new vear’s high with Novo
Nordisk up DKr4 to DKr630

and the KFX index rising L16

.

to 101.95.

Written and edited by John PM
and Michael Morgan.
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Argentina anticipates further strong growth
;
*.<

By John Barham

E verything seems to

be going right for
Argentina. The econ-

omy is booming, inflation is at

a record low and the political

scene is stable, after the ruling

Peronist party swept to its

fourth consecutive electoral

victory in congressional elec-

tions on October 3.

The gods are even smiling on
President Carlos Menem,
whose very name superstitious

Argentines once considered
unlucky. He emerged
unscathed from a helicopter

crash earlier this month and is

now recovering rapidly from
emergency surgery last week.

The stock market is storm-
ing ahead in a bull run that
has driven prices up by a quar-
ter this year. Although this

compares poorly with devel-

oped country markets, much of

the advance came during the

last two months, with the Mer-
val market index rising 13 per

cent since mid-August
Prices dipped suddenly last

Thursday on the news that Mr
Menem was undergoing sur-

gery. The news broke just

before the Buenos Aires mar-
ket closed, but was enough to

depress prices in New York.

However, the market
bounced back when it became
clear that he was out of dan-

ger. But New York’s reaction

showed that investor confi-

dence in Argentina still

depends on two men: Mr
Menem and Mr Domingo
Cavallo, his economy minister.

Foreign investors' views are

more important than ever. It

is international liquidity

that is driving the market
forward, not local factors.

If capital inflows were to dry
up, the market would go into

reverse.

Corporate results are medio-
cre given that the economy is

growing by 6 per cent, after

expanding by 9 per cent in

1992. Ambito Financiero, a
local business newspaper, com-
mented this week that profits

at the biggest listed companies
rose only 7.5 per cent in the

second quarter.

Luckily, overseas investors -

mostly US and London-based
emerging market fund manag-
ers - are looking further
ahead. Many expect strong
growth to continue in Argen-
tina for some time.

Mr Steve Darch. managing
director at Banco Mariva, a
Buenos Aires merchant bank.
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said investors “are buying
where there is growth poten-
tial and the potential is

absolutely phenomenaL Look
at a difficult industry like
steel, which had to go through
a restructuring process: if

you think the economy will

continue growing, even a non-
sexy industry like steel will
grow too".

Sectors attracting greatest
Investor interest are energy,
telecommunications, food, con-
struction and banking.
YPF. Argentina’s biggest

company, offers exposure both
to the oil industry and Argen-
tina. Those who bought when
it was floated in June have
been handsomely rewarded
with a 47 per cent rise to $28

yesterday.

Investors are also encour-
aged by a decision at many
companies to start paying cash
dividends.
This marks an important cul-

tural change. The market
expects companies to provide
consistent earnings as well
as opportunities for specula-
tive capital gains. Capital-
hungry companies are finding

they can no longer ignore
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minority shareholders.

But perhaps the most impor-
tant event of the past month
was congressional approval of

a private pension fund system.

Pension funds are unlikely
to have an immediate impact.

But with time they should

broaden Argentina's narrow
and volatile market and rprfncp

its dangerous reliance on for-

eign capital.

Thanks for the
vote of confidence.

We ve received two big licks from investors
over the last year.

The first is for the Three Month ECU futures
contract itself. In the twelve months to September
1993, open interest is up 197% and volume 121%.

LIFFE's designated market maker scheme
for the Three Month ECU contract has also
worked very well, and has been one of the
major reasons for this spectacular growth,
together with LIFFE members’ growing

involvement in the contract.

The six major institutions listed below
ensure liquidity on request as designated
marke. makers, and have renewed - indeed
strengthened - that commitment.

For further detail, on the ECU eomraet,
the designated market maker scheme, the newcommitment and a U„ of members who
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First Chicago Futures Inc P ,
(acting on behalf of First National Bank of Chicago, JHK SSffWes!m|flBl
Istituto Bancario San Paolo di Torino S.pJV. iibr c.* _

QUnster

Kredietbank N.v.

Midland Global Futures/Div Midland Bank Pic
^JgmhahaB of Hong Kong .Shanghai Banking

Bank Pic}
UBS Futures & Options Limited
(acting on behalf of Union Bank wttiteriantl)

Tlw London International HnancUJ
Krture® «d Options Exchange,

TO. 071-623 0444. Fax: 071-248 5864.
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